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The Bank of Canada’s Reports on the Provinces of 
Manitoba, Saskatchewan and Alberta were made public on 
February 15th 1937, March 15th 1937, & April 7th 1937, 
respectively. As many requests for copies have been received, 
it has been thought convenient to provide them in the form 
of a booklet containing all three Reports, and the opportunity 
has been taken to add a new table at the end, from which a 
comparison of the figures of the Provinces concerned may be 


more easily made. 
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BANK OF CANADA 


Ottawa, February 11, 1937. 


REPORT ON THE FINANCIAL POSITION 
OF THE PROVINCE OF MANITOBA 


In response to an invitation from the Premiers of 
Saskatchewan and Manitoba and the Minister of Finance 
of the Dominion Government, we undertook to make an 
examination of the financial positions of the Provinces of 
Manitoba and Saskatchewan. It was understood that the 
examination would not imply a detailed study of ‘all depart- 
mental expenditures and revenue, but would constitute a 
broad, general survey of the provinces’ positions and of the 
factors which have been responsible for the present situa- 
tion. The examination in Manitoba, reported on below, was 
conducted along these lines. 


An outline of Manitoba’s recent financial history is a 
necessary background for any appraisal of the present situa- 
tion and problem. We find that the years from 1926 to 
the present, reviewed in relation to economic conditions in 
the. province, may be divided into several periods with dis- 
tinctive characteristics. 


In the text which follows, statistics are used as sparingly 
as possible; the salient figures will be found in summarized 
form following each section; more detailed statistics will be 
available, if desired, in the form of supplementary memo- 
randa. The short time which could be devoted to the 
examination of Manitoba’s financial position and the pre- 
paration of this report have not permitted the meticulous 
checking of statistical details which would otherwise have 
been desirable. But we have no hesitation in expressing the 
opinion that minor inaccuracies in the figures—if any exist— 
do not distort the picture, or affect the general conclusions 
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which we have reached. The figures that follow will in all 
cases relate to fiscal years unless otherwise stated. 


FISCAL YEARS 1926-1929 


(Approximate calendar years 1925-1928) 


Tue Economic SITUATION: 


Diverse trends were evident in Manitoba’s economy. 
The decline in the importance of wheat continued. Even the 
bumper crop of 1928 scarcely exceeded that of 1905, and 
whereas Manitoba’s 1905 crop was more than half the total 
prairie production, the 1928 crop was less than a tenth of the 
total. On the other hand, coarse grain crops, notably barley, 
rapidly expanded, accompanying an increase in livestock, 
dairy and poultry production. The net result was a moder- 
ately declining tendency in gross agricultural income, and, 
as a result of the increased production for domestic use in 
mixed farming, a quite sharp decline in net cash income; but 
a somewhat more diversified and self-supporting economy 
was developing. This decline in agricultural income, which 
was contrary to the general trend of the times, had an 1m- 
portant reaction on provincial finances. 


Primary industries other than agriculture—forestry, 
mining and fishing—and power production, manufacturing 
and repair work expanded rapidly. These increases were al- 
most adequate to maintain the total value of the province’s 
production at approximately the same level throughout. In 
addition, general trade and service income increased, parti- 
cularly in Winnipeg, which benefitted from the more rapid 
expansion in the Saskatchewan and Alberta tributary areas. 
Nevertheless, all provincial income rose more slowly in 
Manitoba during this period than in the rest of Canada; re- 
tail sales increased 15 per cent from 1926 to 1929 as com- 
pared with a 23 per cent increase in Canada as a whole. 
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THE FINANCIAL SITUATION: 


In 1926, Manitoba was still struggling under the burdens 
laid upon her in the 1918-22 period. Government debt was 
increased from $40 millions in 1918 to $82 millions in 1923 
as a result of extravagant expenditures on agricultural and 
business enterprises and public works projects, initiated in a 
period of high prices. The ensuing price deflation made the 
greater part of this expenditure a heavy burden on the greatly 
reduced income of the province. 


Realizing that provision would have to be made for 
large capital losses and current deficits on the various busi- 
ness enterprises, in addition to providing for the greatly in- 
creased expenditure of the government itself, Manitoba was 
in the forefront of Canadian provinces in increasing taxation 
and decreasing controllable expenditures. For the first time, 
sinking funds were established to reduce the debt. Gasoline 
and income taxes were imposed in 1923, and with the assis- 
tance of good crops in 1924, 1925 and 1926, made the pro- 
portion of total government revenue derived from taxation 
the highest of any province (48 per cent as compared with 
40 per cent for all Canadian provinces. “This and subsequent 
comparisons are based on total ordinary revenue less interest 
received in order to put all provinces on as comparable a 
basis as possible). 


By 1926, increased taxation and reduced controllable 
expenditure had enabled the province to make a good start 
in writing off the losses and cleaning up the situation in- 
herited from the 1918-22 period. The next three years saw 
some modification of financial policy. As previously noted, 
economic conditions were not as favourable in Manitoba from 
1926 to 1929 as in the rest of Canada, and steps were now 
taken to lighten taxation, particularly on land. At the same 
time, expenditures were relatively well held down, and the 
provincial business enterprises were in some cases established 
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ona firmer basis. Of these, the Telephone System was com- 
pletely self-supporting and was making good progress in 
writing off early deficits; the Power Commission (after the 
loss of half the government’s investment in it) was meeting 
its remaining annual interest requirements, although falling 
short of adequate provision for depreciation; the advances 
to the Rural Credit Societies were being liquidated, the Gov- 
ernment Grain Elevators had been liquidated and the losses 
transferred to deficit account; and the Farm Loans Associa- 
tion was meeting interest due to the government, although 
drawing on its sound assets to do so, and unable to make any 
provision for losses incurred or likely to be incurred. 


Government revenues continued to increase from 1926 
to 1929, almost entirely because of larger receipts from busi- 
ness enterprises and miscellaneous sources. In 1927 the sup- 
plementary revenue (land) tax was reduced from 2 mills to 
1% (and in 1928 to 1) and income taxes were reduced 
20 per cent. In addition, it was provided that further sur- 
pluses should be used to the extent of 80 per cent in reducing 
the provincial land tax, and as to 20 per cent in reducing in- 
come taxes. This last step was most retrograde. It ignored 
what should be a fundamental principle in the financial 
policy of any body with a highly fluctuating income. Re- 
serves should be provided in prosperous years, when taxation 
bears relatively lightly, in order to help in lean years when 
the tax burden is heavy. As a result of these measures the 
supplementary (land tax) revenues were reduced from 
$1,325,000 In 1926 to $810,000 in 1927 and (by application 
of 80 per cent of the previous year’s surplus) to $82,000 in 
1928, and income taxes were also reduced by $141,000 in the 
latter year. As noted in the 1928 budget speech, “owing to 
this reduced tax, the revenues of the province have been cut 
down so that there is sure to be a deficit for the fiscal year 
1928, and a still greater deficit for the year 1929.” These 
were, of course, prosperous years in which preparation might 
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well have been made for possible emergencies. ‘The pro- 
vince recouped itself for the reduction of one mill in the 
land tax rate (although not for the rebate of the surplus) by 
cancelling the 1922 rebate to the municipalities of 50 per 
cent of the Liquor Commission profits. 


Some relaxation in the restriction of ordinary expendi- 
tures occurred in the fiscal year 1929, and a beginning was 
made on extensive capital programs, chiefly in connection 
with the telephone and highway systems. Nevertheless, 
it may be that the sharp curtailment in ordinary and capital 
expenditures (both absolutely and in comparison with other 
provinces) through the middle twenties made some increases 
necessary. Expansion was most marked in social service ex- 
penditures, since old age pensions were introduced in 1928- 
29, and hospitalization and medical services were greatly 
extended. 


In brief, the 1922-29 period may be summarized as one 
in which Manitoba inherited an extremely serious financial 
situation, and in which, in spite of only a moderately in- 
creased taxable income, the province succeeded in making 
the smallest percentage increase in net debt of any province 
except Quebec, and put itself in what might then legitimately 
have been considered to be a strong financial position. This 
success may be ascribed primarily to consistent economy, 
and to a lesser extent to an increase in taxation. In spite of 
decreases in taxation in the later years, the proportion of 
Manitoba’s revenues derived from taxation in 1929 still ex- 
ceeded that of any other province. However, there must 
also be criticism of the failure to provide any reserves for 
the valleys that must inevitably follow the peaks in any 
primary commodity exporting area. The following table 
summarizes the salient statistics of the period: 


TABLE A 
MANITOBA PUBLIC FINANCES** 
(1916, 1921, 1926-29) 


(Fiscal Years ending April 30) 


(Millions of Dollars) Total 
1916* |1921* | 1926 | 1927 | 1928 | 1929 |1926-29 


ORDINARY REVENUE (Cash Basis) 


Fixed Revenue (a) 2.2 2.8 
Tax Revenue 0.9 3.7 
Other Ordinary Revenue (b) 1.5 3:1 
Total Ordinary Revenue 6 9.6 
ORDINARY EXPENDITURE (Cash Basis) 

Interest gies 3.3 
Exchange on Interest oa 0.1 
Amortization and Sinking Fund Tes = 
Social Services (excluding Education) 0.7 1.9 
Other Ordinary Expenditure 2.8 5.0 
Total Ordinary Expenditure 4.8 10.3 

~ 0.1 


Net Adjustment for Accruals 
ORDINARY SURPLUS OR DEFICIT 


(as per Public Accounts) (1) 0.2 0.6 
INVESTMENTS IN OR WITHDRAWALS 
FROM CURRENT ASSETS (2) 1.7 
CAPITAL, AND SPECIALEXPENDITURES 
OR REPAYMENTS 
Fully Self-Supporting Loans & Utility 
Investments 3.8 
Fixed Assets (Highways & Public Works) 6.6 
Other Loans & Investments (Agr.Cr.etc.) 0.5 
Net of Discount, Exch., Cap. Rev., etc. 0.2 
Relief—Prov. Expen. + Loan. to Munic. x 
Total Capital and Special 
| Expenditure (3) aan 
INCREASE OR DECREASE IN GROSS 
DEBT i.e. sum of (1) + (2) + (8) 8.6 
Increase or Decrease in Debt Retirement 
Funds 5.9 
INCREASE OR DECREASE IN DEBT ae 


OUTSTANDING 


TOTAL DEBT OUTSTANDING 
Active Assets (e) 


TOTAL NET DEBT (h) 


Of Which: Fixed Assets 
: Portion of “Other Loans & 
Investments” which bore full 
interest during year | 


**For notes see table in Appendix. 


FISCAL YEARS 1930-1933 


(Approximate calendar years 1929-1932) 


This period saw an extraordinary decline in values:—a 
fall of 45 per cent in the estimated (DBS) average net value 
of all production in Manitoba from the preceding four year 
period. Winnipeg bore the impact not only of the depres- 
sion in rural Manitoba, but also in part of the collapse in 
Saskatchewan. Mining (and to a lesser extent electrical 
power) alone stood out against the trend. 


The Government was caught between the fires of fall- 
ing revenues on the one hand and of extensive capital com- 
mitments and fixed obligations on the other. The supple- 
mentary revenue tax was abolished at the beginning of 1930 
(a loss of about $630,000 at the reduced rate) and various 
other minor land taxes were shortly afterwards reduced or 
abolished. Assumption of an additional 25 per cent of the 
cost of old age pensions by the Dominion reduced the levy 
for that purpose by about $300,000; the Child Welfare Levy 
($325,000 in 1930) and the Health Act Levy ($140,000 in 
1929) were repealed; and the Soldiers Taxation Relief Levy 
was reduced from $150,000 to less than $20,000. These 
reductions were of benefit to urban real estate, which had 
borne about one-third of the land taxes. But the chief bene- 
ficiary was the farmer, who was thus almost completely re- 
lieved of provincial taxes, apart from relatively small amounts 
contributed through gasoline taxes, automobile licences, and 
the remnants of the land taxes (chiefly old age pension, 
judicial district and sanatorium levies). In addition, the 
rural districts were given telephone service by the govern- 
ment system at substantially less than cost, at the expense of 
Winnipeg subscribers. (The preference given rural sub- 
scribers was increased substantially in the following years, 
and the Power Commission service charges to farmers were 
also cut drastically.) 


Following the reduction of the land taxes, there were 
general increases made in corporation and income taxes, 
succession duties and gasoline taxes, and exemptions from the 
gasoline tax were severely restricted. There was much justi- 
fication for relieving the land of fixed taxation in this period 
and for attempting to spread the burden more equitably in 
relation to income. Probably only a fraction of the original 
levy could have been collected during the following years 
in any case, and efforts at collection would have weakened 
municipal finances out of all proportion to the revenues re- 
ceived by the province. But it could be objected that in 
order to relieve the land at this time, a revised tax structure 
was set up which, under the most prosperous circumstances, 
would secure only negligible revenues from rural districts. 
In spite of the increases in taxation referred to, cash revenues 
fell alarmingly from 1930 to 1932 ($3 millions) and Mani- 
toba made early efforts to reduce expenditures. 


Although Manitoba was in the forefront of Canadian 
provinces in cutting controllable expenditures (Government 
salaries were cut by 14 to 24 per cent In 1931 and 1932) 
there was naturally some delay in putting a stop to the ex- 
tensive capital expansion program embarked on in 1929, and 
an acute financial crisis developed late in 1931. In addition 
to the heavy capital commitments (highway, telephone and 
power system extensions and improvements) a number of 
financial disasters piled up the liabilities in 1931 and 1932. 
The forced closure of the Provincial Savings Office, the 
necessity of implementing Manitoba’s share of the guarantees 
given to the banks on their advances to the Canadian Co- 
operative Wheat Producers, the almost complete collapse of 
the Farm Loans Association (the bonds of which also bore 
a provincial guarantee) and other agricultural credit organi- 
zations, the exchange premium on external interest and debt 
payments, and the necessity of refunding large maturities 
under unfavourable conditions increased the debt and the 
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debt charges by substantial amounts. In addition to an in- 
crease of annual interest charges from $4 millions to $6 mil- 
lions, relief expenditures chargeable to the province rose to 
more than $3 millions in each of the years 1932 and 1933. 


These mounting obligations were met in part by the 
$5 millions deferred subsidy from the Dominion in 1931. 
However, in the years 1931-2-3 cash revenue collections 
averaged $2 millions a year less than in 1930, and the de- 
ferred subsidy, which was in effect used as current revenue 
during this period, only approximately compensated for the 
decline. ‘To meet the extraordinary expenditures of the 
period, outstanding provincial debt was increased $29 mil- 
lions. Of this total, $8 millions was borrowed from the 
Dominion to meet maturities and for relief purposes, and the 
balance from the public at effective interest rates as high as 
6.78 per cent (on the $5 millions 15-year issue in April 
1932). Of the total debt increase, $20 millions might be 
classified as net debt. 


To summarize the 1930-33 period, the economic catas- 
trophe was such that even with tax adjustments designed to 
offset the repeal of the land tax and the fall in provincial 
income, and the $5 millions deferred subsidy windfall taken 
into revenue, government income fell. In spite of marked 
economy in controllable expenditures such as salaries, educa- 
tion, and highway maintenance, mounting debt charges pre- 
vented any reduction in total expenditure classed as “ordin- 
ary”, and this excluded the provincial share of relief. The 
rising debt and debt charges were in part due to the failure 
of the province to curtail its capital expansion program 
promptly enough (although in this instance its record is no 
worse than that of the other provinces), in part to the un- 
sound condition of the province’s agricultural credit enter- 
prises, and in part to a number of factors such as unemploy- 
ment and exchange depreciation over which the province 
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had no control. It was this period which was responsible 
for the increase of debt charges to a figure that alarms the 
public at the present time, for total interest and exchange 
charges in 1936-7 will actually be slightly less than they 
were in 1932-3. The following table summarizes the signi- 
ficant financial statistics of the period: 
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TABLE B 
MANITOBA PUBLIC FINANCES** 
(1930-33) 


(Fiscal Years ending April 30) 


(Millions of Dollars) Total 
1930 1931 1932 1933 1930-33 


ORDINARY REVENUE (Cash Basis) 


Fixed Revenue (a) 3.6 3.0 14.1 
Tax Revenue 4.1 5.4 20.9 
Other Ordinary Revenue (b) 3.8 oul 17.0 
Total Ordinary Revenue 11.5 12.2 52.0 
ORDINARY EXPENDITURE (Cash Basis) 
Interest 5.0 5.7 19.4 
Exchange on Interest 0.2 O03 0.5 
Amortization and Sinking Fund 0.3 ~ 0.9 
Social Services (excluding Education) 2.9 2.5 11.5 
Other Ordinary Expenditure 6.2 5,7 24.8 
Total Ordinary Expenditure 14.6 14.2 57.1 
Net Adjustment for Accruals 0.6 - | 0.2 
ORDINARY SURPLUS OR DEFICIT (as per 
Public Accounts) (1) 0.2 0.6 2.5 1.9 4.8 
INVESTMENTS IN OR WITHDRAWALS FROM 
CURRENT ASSETS (2) 0.8 3.4 3.9 0.8 0.5 
CAPITAL AND SPECIAL EXPENDITURE 
OR REPAYMENTS 
Fully Self-Supporting Loans and Utility 
Investments Ley 2.3 So 0.2 7.5 
Fixed Assets (Highways and Public Works) onl 3.3 2.2 0.2 8.8 
Other Loans and Investments (Agr. Cr. etc.) 0.4 0.8 SS CO EMA 6.2 
Net of Discount, Exh., Cap. Rev., etc. 0.1 4.8(d)| 0.8 1.8 2.1 
Relief—Prov. Expen. + Loans to Munic. n 0.6 3.3 3.2 7.1 
Total Capital and Special Expenditure (3) 5.3 2.2 13.4 6.6 ated 
INCREASE OR DECREASE IN GROSS DEBT 
i.e. sum of (1) + (2) + (3) 5.9 6.2 12.0 ain 31.8 
Increase or Decrease in Debt Retirement Funds 15 0.6 0.2 0.8 3.1 
INCREASE OR DECREASE IN DEBT OUT- 
STANDING 28.7 
TOTAL DEBT OUTSTANDING 
Active Assets (e) 
TOTAL NET DEBT (h) 
Of Which: Fixed Assets ; 
: Portion of “Other Loans & 
Investments” which bore full 
interest during year 


**For notes see table in Appendix. 
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FISCAL YEARS 1934-37 
(Approximate calendar years 1933-36) 


A series of crop disasters in Manitoba and Saskatchewan 
prevented any economic recovery from the depths of 1932- 
33. he sharp decline in general production was checked, 
and a slight upward tendency developed, but from such a 
low point that it gave very little assistance to provincial 
finances. In 1936-37 there was some acceleration in the up- 
ward movement, in spite of the spread of the drought area 
in south-western Manitoba. Had the value of production in 
a single year fallen to a figure which represented the average 
of 1931 to 1936, it would properly have been marked as a 
year of calamity. But when the province suffered from six 
consecutive years in which the net value of its production 
was little more than half of that of the preceding period, 
discouragement and strain throughout the province were 
inevitable. 


The period opened with the imposition of a special in- 
come tax of 2 per cent, which was levied on the whole in- 
come of every single person earning at the rate of more than 
$480 a year and married persons earning at the rate of more 
than $960. The initial proposal was for a 1 per cent income 
tax and a sales tax, but the sales tax proposal was dropped, 
and the income tax raised to 2 per cent, making it the heav- 
jest income tax in North America in relation to small in- 
comes. 


On the side of expenditure, further cuts were made in 
highway maintenance, education, and other items, reducing 
total ordinary expenditures for the year 1933-34 in spite of 
another increase in debt charges. Capital expenditures 
ceased entirely. Revenues gradually began to respond to 
the 1930-34 series of tax increases, and expenditures to the 
economies which had been introduced, with the result that 
in 1935 the province balanced its budget (except for a small 
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portion of its sinking fund appropriation) on all accounts 
except relief. 


The following years conform to much the same pattern. 
Revenues were maintained at more than $14 millions—or 
about $3 millions more than in the late twenties. Expenditures, 
excluding relief (but including $400,000 to $ 500,000 annu- 
ally for sinking funds and debt discount amortization) were 
held at a slightly lower level, and small surpluses appeared 
each year. British Columbia was the only other province 
reporting current surpluses. The following table sum- 
marizes the salient statistics of the period: 


TABLE C 


MANITOBA PUBLIC FINANCES** 


(Millions of Dollars) 


ORDINARY REVENUE (Cash Basis) 


Fixed Revenue (a) 
Tax Revenue 
Other Ordinary Revenue (b) 


“ 


Tetal Ordinary Revenue 


ORDINARY EXPENDITURE (Cash Basis) 


Interest 
Exchange on Interest 
Amortization & Sinking Fund 


Social Services (excluding Education) 
Other Ordinary Expenditure 


Total Ordinary Expenditure 
Net Adjustment for Accruals 


(1934-37) 


ORDINARY SURPLUS OR DEFICIT (as per 
Public Accounts) (1) 


INVESTMENTS IN OR WITHDRAWALS FROM 
CURRENT ASSETS (2) 


CAPITAL AND SPECIAL EXPENDITURES 
OR REPAYMENTS 


Fully Self-Supporting Loans & Utility Investments 
Fixed Assets (Highways & Public Works) 
Other Loans & Investments (Agr. Cr. etc.) 


Net of Discount, Exch., Cap. Rev., etc. 


Relief—Prov. Expen. + Loans to Munic. 


Total Capital and Special Expenditure 


INCREASE OR DECREASE IN GROSS DEBT 
ie sum of (1) + (2) + (8) 
Increase or Decrease in Debt Retirement Funds 


INCREASE OR DECREASE IN DEBT OUT- 
STANDING 


TOTAL DEBT OUTSTANDING 
Active Assets (e) 


TOTAL NET DEBT (h) 
Of Which: Fixed Assets 


: Portion “Other Loans & 


Investments” which bore full | 
| 


interest during year 


**For notes see table in Appendix. 


(3) 
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(Fiscal Years ending April 30) 


I i+ i+I+ 


i: 


Total 
934-37 


57.5 


RELIEF: 

Relief became the outstanding budgetary problem. The 
province was forced to borrow not only its own share of 
relief expenditures from the Dominion, but also to borrow 
from the Dominion in order to reloan increasing amounts 
to the municipalities to finance their share of relief expendi- 
tures. A word should be said concerning the bearing of 
relief on the financial relations between municipalities and 
the province. The repeal of the major portion of the pro- 
vincial land taxes put most of the rural municipalities in a 
better position to maintain their revenues, and by drastic re- 
trenchment of educational and general expenditures they 
have been able, with relatively few exceptions, to maintain 
their solvency. The exceptions are notably those munici- 
palities in the sub-marginal interlake lands, which are in 
chronic distress, and in the drought-stricken south-west 
corner. In the rest of Manitoba, the relief expenditures in 
the rural areas have been relatively negligible. Thus, apart 
from somewhat less than $1 million loaned by the Dominion 
to the province and reloaned by the province to the drought 
area municipalities, virtually the whole Manitoba relief pro- 
blem is concentrated in Winnipeg and suburbs. The ma- 
jority of the Winnipeg suburbs were caught by the depres- 
sion in a vulnerable position, as a result of ambitious expan- 
sion programs, and were early forced into default. The pro- 
vincial government was affected in two ways; the principal 
of the debentures of many of the defaulting municipalities 
had been guaranteed by the province, and the province had 
also to provide for the bulk of the current relief expendi- 
tures. The practice of guaranteeing municipal and hospital 
debentures and bank borrowings, without securing control 
or even detailed information of budgets, proved disastrous. 
The guarantees came home to roost when the guarantor was 
least prepared to meet them, and the Manitoba practice of 
including payments under such guarantees under the Public 
Accounts heading “Public debt charges” tended to obscure 
the situation. 15 


Winnipeg itself entered the depression in an exception- 
ally strong financial position. As the chief urban centre of 
the West, however, it was perhaps called on to bear a dis- 
proportionate share of the relief burden. Some 84 per cent 
of all direct relief expenditures in the province have had to 
be made in Winnipeg and suburbs; including relief works 
expenditures the proportion is 74 per cent. Although Win- 
nipeg’s net debt was relatively low, the major portion of the 
provincial tax revenues were derived from the city, and there 
was little margin for increasing municipal revenues. Con- 
sequently, Greater Winnipeg was early forced to rely on the 
province for assistance in meeting its share of relief costs, 
and by the end of the fiscal year 1936 had borrowed $3% 
millions, or 95 per cent of total municipal borrowings from 
the province, excluding the drought area. Up to that date 
the province had had to loan to municipalities one-third of 
their total expenditures on relief. These loans also accounted 
for nearly one-third of the province’s borrowings from the 
Dominion. 


In round amounts, the province’s own expenditures on 
relief, including estimated disbursements up to the end of 
the 1936-37 fiscal year, will total $18’4 millions. In addition, 
$5 millions have been loaned to municipalities, and munici- 
palities will have spent $9 millions more from their own 
resources. Of the $24 millions spent or loaned for relief 
purposes by the province, the Dominion will have advanced 
$19 millions, and will have paid an additional $20 millions 
for its own share, making with the municipalities’ $9 millions 
a grand total of $53 millions relief expenditures by all 
agencies. [he total annual cost has been steadily increasing 
in spite of some improvement in general conditions, and the 
province’s share is now nearly $4 millions a year, to which 
may be added the $1-$2 millions which municipalities annu- 
ally require to borrow. ‘The following table summarizes 
the relief statistics of the depression years: 
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TABLE D 


MANITOBA UNEMPLOYMENT RELIEF 


UNEMPLOYMENT RELIEF EXPENDITURE 


(Thousands of dollars) 


Payments during 


Dominion Provincial 
fiscal year ending Cee Share 
April 30th 
1931 560 
1932 3,180 
1933 2,940 
1934 2,430 
1935 2,030 
1936 3,050 
1937* 4,950 
Total 19,600 


*Including estimated expenditures from January to April 1937. 


Municipal 
Share 


UNEMPLOYMENT RELIEF FINANCING 


October 1, 1930, to April 30, 1937. 
(Millions of Dollars) 


DOMINION FUNDS 


Loans to Province 


For Provincial share of relief to Feb. 1, 1937 
Reloaned to Municipalities to Feb. 1, 1937 
Estimated Feb. 1, 1937 to April 30, 1937 


Total Loans 
Dominion Share of Relief (as above) 


TOTAL DOMINION FUNDS 


PROVINCIAL FUNDS 


From Provincial resources 
Loans to Municipalities from Provincial resources 


TOTAL PROVINCIAL FUNDS 


MUNICIPAL FUNDS 


From Municipal resources 


TOTAL UNEMPLOYMENT RELIEF EXPENDITURE 


Total 
Expenditure 


1,550 
8,470 
7,800 
6,550 
7,150 
9,910 
11,450 


52,800 


52.8 


ay. a eee 


UNEMPLOYMENT RELIEF—CLASSIFICATION 
October 1, 1930 to December 31, 1936 
(Thousands of dollars) 


Municipal 
Share 


Dominion! Provincial 
Share Share 


DIRECT RELIEF 


Urban (Greater Winnipeg, Brandon, 
Portage la Prairie) 

Rural 

Other 


TOTAL DIRECT RELIEF 
OTHER RELIEF 
Relief Works 
Drought Area 
Single Men 
Rural Rehabilitation 


TOTAL OTHER RELIEF 


TOTAL—ALL RELIEF 17,190 isn 


NUMBER OF PERSONS ON RELIEF 


Direct Rural Single Men’s Relief 
Relief Rehabilitation| Commission Works 


Average 10,029 15 
9,764 80 
10,673 1,198 

November 54,785 


65,838 9,928 
61,853 6,705 
62,194 11,122 
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Total 


Expenditure 


24,640 
3,050 
1 ,040 


28,730 


15,030 
1,180 
3,170 

570 


19,950 


48,680 


Total 


77,699 
79,754 
81,712 


76,881 
71,378 
80,566 
81,528 


In spite of this burden Manitoba has succeeded in keep- 
ing the increase in its net liabilities to the public and the 
Dominion down to about $2 millions a year during the 
period under discussion. In other words, the total increase 
in net debt for the whole period 1934-37 has only been 
about equal to the average increase in net liabilities for one 
year during the disastrous 1930-34 period. Another feature 
is that successive reductions of the interest charged on relief 
Treasury Bills have prevented the debt charges from rising 
proportionately. 


Nevertheless, it is not difficult to understand dissatis- 
faction with a situation in which the province finds it im- 
possible to supply its share of relief from its own resources 
in spite of strenuous efforts under adverse conditions. 


Whether or not it is true that Manitoba cannot raise the 
necessary additional funds requires some examination of 
comparative burdens of taxation and trends of expenditure. 
Considering the different tax revenues, we note that Mani- 
toba’s income and 2 per cent special income taxes are jointly 
by far the heaviest in Canada; that the railway, insurance, 
bank and other corporation taxes are as heavy as or heavier 
than any in Canada; that the gasoline tax at 7 cents is at the 
same rate as in other Western Provinces (but with parti- 
cularly limited exemptions) and although one cent below 
the Maritimes is one cent above Ontario and Quebec. (It 
should, perhaps, be noted that owing to the physical condi- 
tions and the need for rapid transportation over long dis- 
tances, a gasoline tax in the West weighs much more heavily 
on the average citizen than one in the East). On the other 
hand, the automobile licence fee in Manitoba is below the 
average, although a factor to be considered is that Winnipeg 
also levies a licence fee of $5. Succession duty rates are 
above the average, and miscellaneous taxes, such as those on 
amusements, are probably so, on balance. The land taxes 
have been reduced as noted previously, but in spite of this 
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the proportion of Manitoba’s revenue derived from taxation 
remains the highest of any province in Canada. It is more 
difficult to compare the tax basis of Manitoba and the Do- 
minion, but a comparison can be made in respect of income 
tax (excluding the 2 per cent special income tax in Manitoba 
entirely). From 1926 to 1930 the provincial personal in- 
come tax was 37 per cent of the Dominion collections on 
personal incomes in Manitoba; from 1932 to 1936 the pro- 
vincial collections equalled the Dominion collections. (In 
addition, the province was collecting approximately twice 
as much again through the 2 per cent Special Income Tax.) 


On the side of expenditure, Manitoba’s cuts in general 
government costs since the middle twenties are second only 
to those of Saskatchewan; her reductions on education, high- 
way and public works maintenance, and in all capital ex- 
penditures, are greater than in any other province; the only 
categories in which expansion has occurred are public debt 
charges and social services (old age pensions and medical 
service). It should be remembered that Manitoba’s popula- 
tion increased 100,000, or 16 per cent, between 1926 and 
1936, and this naturally involved an increased liability for 
education, social services and other expenditures. It 1s our 
conclusion that Manitoba has done considerably more than 
most governments to meet its expenditures and obligations. 


Nevertheless, the province has found that the steadily 
mounting liability for relief has reduced the possibilities of 
borrowing in the open market, in order to make necessary 
or desirable expenditures. “That capital expenditures in con- 
nection with the highways and hospitals, and increased cur- 
rent expenditure for education, public health and highway 
maintenance (to mention certain main items only) will soon 
be essential cannot be doubted. 


ASSISTANCE EXTENDED BY THE DOMINION GOVERNMENT: 


During the years of depression the province has received 
aid from the Dominion Government on a large scale. On 
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occasions this assistance has been afforded to enable the pro- 
vince to fulfil past commitments and avoid default. In this 
category is the Dominion Government guarantee of indem- 
nification against loss, if any, resulting from the assumption 
by chartered banks of deposit liabilities of the Province of 
Manitoba Savings Office in F ebruary, 1932 ($7,121,82 5 as 
of November 30, 1936). There is also a Dominion guar- 
antee securing bank advances obtained for payment of obli- 
gations of the province ($5,62 8,763 as of November 30, 
1936). And, finally, the Dominion, by March, 1937, will 
have advanced some $19 millions to finance the bulk of the 
province’s share of relief costs and provide funds for relief 
loans to municipalities. A summary of the figures appears 
below:— 


Dominion guarantee re Provincial Savings 
Office and covering funds to provide for 


Payment of oplioations a ul $12,750,588 

Dominion loans to assist in financing relief, | 
(estimate to March 31, AG ea 0 yeaa ia 19,000,000 
$31,750,588 


Dominion Government’s share of relief costs, 
(estimate to March 31, LOA Weeds. SL NI SOOOI000 
Total assistance in the form of loans, 
guarantees and Dominion relief ex- 
penditures (estimate as at March 
BE 1937) 4 AEN ae te ol TL $51,750,588 


Se es es Se SS 


SUMMARY 


1. In the body of the report we have expressed the 
view that the lightening of taxation which took place during 
the 1927-30 period was not wise, and that greater advantage 
should have been taken of the good years to build up sur- 


pay | 


pluses for bad times. We also made reference to the unduly 
large capital outlays of the 1929-32 fiscal years, and to the 
effect of pre-1922 capital expenditures on the financial posi- 
tion of the province. 


2. We believe that during most of the period under 
review, and specifically during the last five years, the Gov- 
ernment of the Province of Manitoba has made strong and 
commendable efforts to keep its budget balanced, and avoid 
unnecessary increases in debt, by imposing taxation on a 
scale at least as high as that of any other province in Canada, 
and by restricting expenditures as far as it was possible to go 
without curtailing services to an extent which would not 
have been in the public interest.* 


3. In spite of Manitoba’s efforts, the percentage in- 
crease in its revenues during the period 1926-36 has been 
smaller than that of any other province except one. ‘There 
are two reasons for this apparently poor showing, namely:— 


(a) The fact that Manitoba taxation at the beginning 
of the period was somewhat higher than average pro- 
vincial taxation gave less scope for increasing the re- 
turns, and 


(b) The incomes of the people of Manitoba were more 
severely and continuously affected by the depression 
than were those of the people of most other provinces. 
The economic situation which produced this result is 
also the cause of continued high costs of relief. 


4. Over the seven fiscal years 1931-37 (the depression 
years) the average budgetary result on current account was 
a deficit of about $685,000. (Average contribution to sink- 
ing fund and debt retirement, approximately $355,000.) In 


*The opinion expressed above should be supplemented by the statement 
that details of departmental expenditures were not examined. A detailed survey, 
which would necessarily be of a lengthy character, might conceivably disclose the 
possibility of further economies in some directions. It is likely, however, that 
such an examination would also bring to light cases where expenditures are below 
a desirable minimum. We believe that on balance further economies are not 
feasible. 
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the last few years there have been small surpluses after pro- 
vision of $4/500,000 annually for debt retirement. But for 
the whole period, relief charges not included in the above 
figures average some $3,250,000 per annum. 


5. We understand it to be the view of the Govern- 
ment that additional funds must be obtained for the preser- 
vation of the road system, for education and for mental insti- 
tutions. While we do not feel qualified to estimate how 
large an amount is needed for additional expenditures of a 
character which cannot be postponed, we agree that some 
additional expenditures are inevitable, and we are not pre- 
pared to say that it is practical to increase revenues by further 
taxation. 


6. There is no doubt that the substantial increases in 
debt incurred for relief purposes during the last six years 
have given cause for serious apprehension. The end of re- 
lief expenditures is not in sight, and there is undoubtedly a 
feeling that it is unwise for the province to continue to ac- 
cumulate debt for this purpose. 


7. Manitoba has been affected by the relatively low 
level of prices for agricultural products during the years 
1930-35; by drought in some sections of the province; and 
by the indirect effects of drought and low prices further 
West. It has been fortunate in that the drought areas are 
predominantly situated outside the province. Notwithstand- 
ing this advantage and the efforts of its Government, which, 
as we have indicated, have been very considerable, the pro- 
vince is either not in a position to carry on, or is able to do 
so with assurance for no more than a short period, unless 
some unexpected favourable factor should appear. We do 
not regard it as our duty merely to examine whether the pro- 
vince can pay its way somehow or other in the next few 
months. It is rather for us to consider whether there is sufh- 
cient elasticity in Manitoba’s economy to enable the pro- 
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vince, under reasonably good government, to conduct its 
affairs so that it may not become a burden upon the rest of 
the country, and, in particular, to become a burden of a kind 
which produces no permanent alleviation to the province 
itself. 


8. The fact that Manitoba finds itself in the position 
described in this report indicates certain fundamental strains 
and weaknesses. And it seems to be the case that revenues 
are not adequate, or are not sufficiently elastic, to enable the 
province to bear the burdens which modern practices of 
government and the force of the depression have placed 
upon it. Manitoba does not stand alone in this respect. 
Other sections of the country are facing problems which 
may differ in degree from those of Manitoba but are not, in 
other respects dissimilar. 


The above report contains the facts as we see them. It 
seems desirable that we should go further and express our 
views on the various solutions or partial solutions which have 
been suggested during discussions of Manitoba’s problems. 
A letter on this subject will be forwarded within the next 
day or so; in order to avoid delay, this report is being des- 
patched immediately. 


For BANK oF CANADA, 


(Sgd.) G. F. Towers, 


Governor. 
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February 12th, 1937. 
The Hon. John Bracken, 


Premier of Manitoba, 


Winnipeg. 
Dear Mr. Bracken, 


With reference to the concluding remarks in our report, 
which was forwarded to you yesterday, we express below 
some opinions in regard to the various proposals which have 
been made for dealing with Manitoba’s problems. ‘These 
proposals are: — 


i Refunding of outstanding debt by the issuance of 
new securities guaranteed as to principal and interest by the 
Dominion Government. 


oe Refunding of outstanding debt by the issuance of new 
securities guaranteed only as to interest for a temporary 
period by the Dominion Government. 


3. Refunding of high coupon bonds by the issuance of 
new securities guaranteed by the Dominion Government, 
the provincial subsidy being pledged as security for the 
guarantee. 


4. ‘[he same procedure as outlined in 3, with the excep- 
tion that assignment of the subsidy would constitute the 
bondholders’ protection, and the Dominion guarantee would 
not be attached. 


5. Appointment of a Royal Commission of Enquiry. 


Naturally, it is not for us to express an opinion as to 
the Dominion Government’s point of view in regard to the 
proposals which involve their participation. Dealing with 
proposals 1-4 from the provincial point of view, however, 
we hold the opinion that none of them represents a solution 
of Manitoba’s problems, including relief, and Nos. 2, 3 and 4 
involve a severe blow to Manitoba’s credit. 


se) 


The repercussions from default are manifold. The 
borrower is barred from capital markets for a long period of 
years; and this represents a very serious handicap unless it is 
the conviction that Manitoba has reached its maximum in pop- 
ulation, in development and in requirements for public faci- 
lities which, in the ordinary course of events, could legitimat- 
ely be afforded. I believe it to be the case, also, that in- 
vestors are reluctant to place their money in business enter- 
prises or new development in a territory the Government of 
which is in default. Indirect effects of this kind cannot be 
exactly appraised, but must certainly be taken into account. 


As we state in the report, Manitoba does not stand alone 
in its difficulties as other sections of the country are facing 
problems which may differ in degree but are not in other 
respects much dissimilar. We do not see any solution other 
than that which might be provided by a comprehensive 
enquiry into the financial powers and responsibilities of all 
our governing bodies, and we are therefore led to the un- 
qualified recommendation that a Royal Commission should 
be appointed for this purpose. Pending the report of such a 
Commission, it would appear to us that in the case of the 
Province of Manitoba the Dominion Government, in view 
of all the circumstances, would be justified in extending tem- 
porary financial aid. 


Yours very truly, 
(Sgd.) G. F. TOWERS. 


Governor. 
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APPENDIX 
MANITOBA PUBLIC FINANCES 


The following statistics have been compiled from the Public Accounts and from information furnished us by the Government 
Departments. Necessary adjustments have been made to place them on a comparable basis during the period under review. 


(Millions of Dollars : Fiscal Years Ending April 30) 


1916" | 1921° | 1926 | 1927 | 1928 | 1929 | 1930 | 1931 1932 | 1933 | 1934 | 1935 | 1936] 1937 
Est. 
ORDINARY REVENUE (Cash Basis) 
Fixed Revenue (a) 2.2 2.8 24 28 2.9 3.1 3.1 3.7 3.6 3.7 3.8 3.6 37 
Tax Revenue 0.9 3.7 4.3 4.6 3.9 44 6.2" 5.2 41 54 1.2 1.2 7.3 
Other Ordinary Revenue (b) 15 3.1 4.0 41 44 47 5.2 49 3.8 31 34 37 34 
Total Ordinary Revenue 4.6 9.6 10.7 11.5 11.2 12.2 14.5 | 13.8 14.5 12.2 14.4 14.5 144 | 142+ 
ORDINARY EXPENDITURE (Cash Basis) rs 
Interest 13 3.3 4.0 3.9 3.9 4.0 43 44 5.0 5.9 5.9 5.9 
Exchange on Interest = 01 = > = = 2 = 0.2 0.1 - = 
Amortization and Sinking Fund - = 0.2 0.2 0.2 0.3 0.3 0.3 0.3 0.3 0.6 05 
Social Services (excluding Education) 0.7 1.9 16 1.9 19 215 3a 3.0 2.9 25 27 24 
Other Ordinary Expenditure 2.8 5.0 48 48 6.3 5.8 6.1 68 6.2 5.0 48 5.0 
Total Ordinary Expenditure 4.8 10.3 10.6 10.8 11.3 12.6 13.8 14.5 14.6 14.2 138 14.0 14.1. | 14.04 
Net Adjustment for Accruals O1 0.5 - 04 04 0.6 01 0.6 - 0.6 03 0.2] 02+ 
ORDINARY SURPLUS OR DEFICIT (as per Public Accounts) (1) 0.2 0.6 0.6 0.7 0.6 - 0.2 0.6 2.5 1.9 = 0.2 041 = 
INVESTMENTS IN OR WITHDRAWALS FROM CURRENT ASSETS (2) | 1.0 1.5 1.8 0.6 0.8 03 | 08 3.4 3.9 0.8 1.0 07 0.4 
CAPITAL AND SPECIAL EXPENDITURES OR REPAYMENTS 
Fully Self-Supporting Loans and Utility Investments 0.2 2.2 0.9 0.2 1.3 14 17 2.3 3.3 0.2 01 2.3 |} 0.54 
Fixed Assets (Highways and Public Works) 1.6 49 0.8 11 18 29 3.1 3.3 212 0.1 - O41 = 
Other Loans and Inyestments (Agricultural Credit etc.) 15 6.0 0.1 = 0.1 0.5 04 0.8 3.8(c) 0.5 0.6 0.4 
Net of Discount, Exchange, Capital Revenue, etc. 01 0.2 0.1 0.2 01 4.8(d)| 0S 0.3 0.2 - 
Relief—Provincial Expenditure plus Loans to Municipalities - - = - - - - 0.6 3.3 2.6 4.5 4.5 47+ 
Total Capital and Special Expenditure (3) 3.3 13.1 17 1.5 2.9 5.0 5.3 2.2 13.4 23 3.6 1.9 |] 4.2% 
INCREASE OR DECREASE IN GROSS DEBT i.e. sum of (1) + (2) +(3) | 25 12.2 07 1.4 2.6 5.3 5.9 6.2 12.0 77 1.3 44 17] 4.24 
Increase or Decrease in Debt Retirement Funds 0.6 0.3 14 11 17 17 1.6 0.6 0.2 0.8 0.7 17 0.8 15+ 
_l| BE 
INCREASE OR DECREASE IN DEBT OUTSTANDING 1.9 11.9 24 0.3 0.9 3.6 44 5.6 11.8 6.9 0.6 24 2.5] 27+ 
TOTAL DEBT OUTSTANDING 30. 64, 71. 72. 73. 76. 81. 86. 98, 105. 105. 108. 110. [113. + 
Active Assets (e) 19. 32. 33. 35. 35. 36, 39. 44. 44. 44. 42. 43. 40. 40. + 
TOTAL NET DEBT (h) tt 32. 38. a7. 38. 40. 42. 42. 54, 61. 63. 65. 70. | 73. + 
Of Which: Fixed Assets 13. 25. 31. 32, 34. 36. 40. 43. 45. 45. 45. 45. 45. | 45. + 
: Portion of “Other Loans and Investments" which | 
bore full interest during year 
4. 14. 15. 14. 17. 11. 15. 9. ib 5. 8. 12. 8. 10. 
*Fiscal year ending November 30. ‘ P 
(a) Fixed Revenue consists of the Dominion subsidy and interest received from fully self-supporting loans, utility investments and the School Lands Fund. 
(b) Other Ordinary Revenue includes earnings from various business enterprises and from fixed licences and fees which vary in yield with the business cycle 4 
(c) Includes Manitoba Farm Loans Association bonds guaranteed by the Province and held by the Provincial Savings Office, for which direct provincial obligations were substituted at the 
time of closure. 
(d) Includes Deferred Subsidy of $4.6 million received from the Dominion and here treated as capital revenue. The Province actually received $4,823,000 but took $239,000 as interest into 
ordinary revenue. 
(e) Consists of Current Assets, Fully Self-Supporting Loans and Utility Investments, and the School Lands Fund Investments. “ 
(bh) As the table indicates this is arrived ac by deducting from the Gross Debt all Active Assets, Fully Self-Supporting Loans and Utility Investments. The following deductions have also been 


made: all sinking funds which are carried in the balance sheet as a trust account (a substantial proportion of which have been contributed by the self-supporting utilities which have not 
been correspondingly written down) ; and the School Lands Fund Investments for which the Province incurred no direct liability. 
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BANK OF CANADA 


Ottawa, March 6th, 1937. 


REPORT OF THE FINANCIAL POSITION 
OF THE PROVINCE OF SASKATCHEWAN 


In response to an invitation from the Premiers of 
Saskatchewan and Manitoba and the Minister of Finance of 
the Dominion Government, we undertook to make an ex- 
amination of the financial positions of the Provinces of Mani- 
toba and Saskatchewan. It was understood that the examin- 
ation would not imply a detailed study of all departmental 
expenditures and revenue, but would constitute a broad, 
general survey of the provinces’ positions and of the factors 
which have been responsible for the present situation. The 
examination in Saskatchewan, reported on below, was con- 
ducted along these lines. 


An outline of Saskatchewan’s recent financial history is 
a necessary background for any appraisal of the present situ- 
ation and problem. We find that the years from 1920 to 
the present, reviewed in relation to economic conditions in 
the province, may be most conveniently divided into two 
major periods with distinctive characteristics. 

In the text which follows, statistics are used as sparingly 
as possible; the salient figures will be found in summarized 
form following each section; more detailed statistics will be 
available, if desired, in the form of supplementary memor- 
anda. The short time which could be devoted to the exam- 
ination of Saskatchewan’s financial position and the prepara- 
tion of this report have not permitted the meticulous check- 
ing of statistical details which would otherwise have been 
desirable. But we have no hesitation in expressing the opin- 
ion that minor inaccuracies in the figures—if any exist—do 
not distort the picture, or affect the general conclusions 
which we have reached. The figures that follow will in all 
cases relate to fiscal years unless otherwise stated. 
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FISCAL YEARS 1921-29 


(Approximate calendar years 1920-28) 


Tue Economic SITUATION: 


To an unique extent, the economic history of Saskat- 
chewan is that of wheat. No other governmental unit in the 
world attempting to maintain a modern civilization and 
standard of living is so completely dependent on the produc- 
tion and marketing of one commodity—a commodity which 
under even normal conditions is subject to wide variations 
in production and price. On the average, about 85 per cent 
of the value of all net production in Saskatchewan is supplied 
by the agricultural industry, and about 80 per cent of the 
cash income of the agricultural industry is derived from 
wheat. 


Although some diversification has been possible in cer- 
tain areas, and although there has been an increase in subsis- 
tence farming in late years, the ability of Saskatchewan to 
maintain its present population at any acceptable standard 
of living, and to provide it with decent educational and 
medical facilities and a minimum economic security, rests 
entirely on its ability to grow wheat and sell it in the markets 
of the world. This is true to such an overwhelming extent 
that it is not only the salient feature in Saskatchewan’s eco- 
nomic history, but it also determines the criteria by which 
Saskatchewan’s financial policies must be judged. What 
might be sound public finance in a diversified and stable eco- 
nomy would not be so in Saskatchewan. 


For the five years 1920 to 1924, Saskatchewan had an 
average annual wheat crop of nearly 200 million bushels. 
This average might be considered a normal one, although 
the yield was irregularly distributed and in nearly every year 
some districts were in distress. “The average price received 
on the farm through this period was about go cents per 
bushel, but costs were extremely high. For example, the 
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cost of the threshing and binder twine alone for the 1921 
crop was estimated at $68 millions, or about half the total 
value of the crop. In 1923 and 1924, the value of the crop 
dropped off sharply, owing to lower prices in 1923 and a 
small crop in 1924, but costs were believed to have been re- 
duced at least equally. The 1920-24 period as a whole was 
one in which gross agricultural income was only fair, and 
net profits were disappointing and mal-distributed. ‘The 
chief other field crops showed little change in the aggregate, 
oats declining and barley expanding somewhat. Some 
growth occurred in livestock and dairy production. Other 
Saskatchewan industries showed negligible changes and re- 
mained of minor importance. 


In the four years 1925 to 1928, however, Saskatchewan 
agriculture flourished. Wheat crops averaging 260 million 
bushels sold at an average price of $1 at country delivery 
points during this period, and the returns were on the whole 
well distributed. Gross agricultural income was about $400 
millions a year. As from 1927, the prosperity of the primary 
industry stimulated a sharp expansion in the railway con- 
struction and secondary industries; even so, their total: 
volume was still of small absolute importance. Mining was 
on the whole disappointing for, although some progress was 
made in the Estevan coal fields, the high hopes once held for 
the briquetting process there were not realized, and the fre- 
quent reports of oil, gold and base metal discoveries in the 
north failed to materialize, with the exception of the Flin 
Flon mine. But, on the whole, the net cash income of the 
average citizen in Saskatchewan during this period probably 
exceeded that in any other economy in the world of about 
equal population, with the exception of certain areas in the 
middle west of the United States. 


Tue FINANCIAL SITUATION: 
Saskatchewan entered the period under review with the 
smallest western public debt. On a per capita basis, the 
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Saskatchewan provincial debt was only a little more than 
half that in the neighbouring prairie provinces. Moreover, 
ordinary and capital expenditures and taxation were all sub- 
stantially lower than in the neighbouring provinces. 


A surplus in the 1920 fiscal year afforded the govern- 
ment an opportunity to repeal the supplementary revenue 
tax (the last of the land taxes levied at a flat rate per acre) 
leaving a relatively simple taxation structure. The main 
sources of provincial government revenue were taxes, chiefly 
land (about 40 per cent), automobile licences, land title fees 
and miscellaneous other fees (about 20 per cent), and the 
Dominion subsidy and the school land fund interest pay- 
ments (about 30 per cent). ‘The only general tax was the 2 
mill Public Revenue levy on the assessed value of the land, 
and this accounted for about 20 per cent of total provincial 
revenue. Unoccupied lands taxation yielded somewhat less 
than half as much, and the balance of the direct taxation 
total was made up chiefly of succession duties and corpora- 
tion and railway taxes, all of which were little more than 
nominal. There was no provincial income or personai pro- 
perty tax, gasoline tax, amusements tax or tax on non-alco- 
holic drinks, although such taxes then existed or were shortly 
to be imposed in the neighbouring provinces. It is only fair 
to add, however, that throughout the twenties Saskatchewan 
was contributing substantially to the prosperity of business 
—and tax payers—in other sections of the country. 


On the side of expenditure, Saskatchewan had relatively 
low public debt charges, and when interest received on the 
province’s own investments was deducted, only nominal net 
debt charges. Administrative expenses of government were 
also kept at low levels. Capital expenditures had been 
moderate—almost surprisingly so in view of the extensiveness 
of the settled area requiring modern facilities and the brief 
period which had elapsed since the formation of the pro- 
vince. 
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On the other hand, expenditures on education, and to a 
lesser extent on public health, were relatively high, although 
it cannot be said that they were excessively high. The close 
connection between educational expenditures and the pro- 
vincial land tax should be pointed out. Saskatchewan school 
grants were $750,000 to $800,000 higher than if the Mani- 
toba or Alberta scales had been adopted. When comparing 
Saskatchewan taxation or Saskatchewan expenditures on 
education with other provinces, it must be remembered that 
about one-half of the provincial land tax collected from the 
municipalities was immediately redistributed to the munici- 
pal school districts. This system helped to equalize the great 
financial disparities that existed between school districts, and 
it appears that it might have been advantageously extended 
further. However, the amount involved should be deducted 
from both taxation and education expenditure totals in mak- 
ing comparisons with other provinces in which the municipal 
school districts themselves raised a larger portion of the 
funds required for education. It is not unlikely that the 
physical, economic and population characteristics of Saskat- 
chewan make it necessary for larger per capita expenditures 
on education and health than elsewhere, if adequate standards 
are to be maintained. Nevertheless, although this is a field 
of expenditure in which stinting may prove a most short- 
sighted economy, it is also a field in which a great deal of 
money can be wasted. It would appear that the curricula 
and the educational system in Saskatchewan were not parti- 
cularly well adapted to the needs of the province, and that 
the effort to set up systems similar to those in vogue in other 
parts of the continent did not give the greatest value for the 
money spent. 


To sketch the financial history of the 1920-29 period in 
brief chronological outline, we find the province entering 
the period with a $1.8 millions cash surplus in 1919-20. This 
surplus was the occasion for the abolition of the one cent an 
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acre supplementary revenue tax, leaving the province with 
the revenue structure outlined above. In the next five years 
(i.e., to the fiscal year 1924-5) the economic conditions were 
not in general favourable. While, as already indicated, 
wheat crops of approximately average volume were being 
produced, the yield was irregularly distributed and produc- 
tion costs were high. At first, ordinary expenditures rose 
rapidly, and capital expenditures, particularly in connection 
with the Farm Loans Board, were large. In the fiscal years 
1921-22-23 cash deficits on ordinary account totalling $27 
millions were accumulated, and gross debt grew by $5 to $6 
millions a year. Revenue collections, though increased, 
were disappointing. “The government decided against mak- 
ing any tax increases at this time, since it expected to collect 
the major portion of the accumulated arrears, and was forti- 
fied by the preceding surplus. A policy of retrenchment 
was adopted, which balanced the budget in 1924 and 1925. 
The statutory expenditures on education and public health 
increased (13 per cent from 1922 to 1925) but other ex- 
penditures were cut by 24 per cent. Capital expenditures 
were reduced sharply, partly because of the alarming finan- 
cial results from the large scale venture in the farm loan 
business. ‘The estimates for 1925-26 (capital and ordinary) 
at $154 millions were $11 millions lower than in 1921-22. 


At the close of the 1924-25 fiscal year Saskatchewan 
was in a comparatively strong financial position with a gross 
and a net debt of about half the per capita figure in the two 
adjoining provinces, and its net debt charges (1.e., interest 
paid, less interest received on its own investments) were the 
relatively negligible figure of $800,000 annually. The chief 
business enterprise of the government—the telephone system 
—was fully self- “supporting, and the Farm Loans Board was 
approximately carrying itself, although making no provision 
for possible losses. “he government investment in the Co- 
operative Creameries was not as fortunate, but the amount 
involved was still small. 
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In 1925, an extremely favourable economic period 
opened. Revenues were buoyant, and in addition there 
were other favourable developments in the provincial fin- 
ances. ‘The money required during the war had been bor- 
rowed at high interest rates, but for short terms or on a call- 
able basis. Loans then issued at effective interest rates of 
6/2 per cent were now being refunded at less than 5 per cent, 
with a saving of $330,000 in 1925-26 alone. A second fac- 
tor was the entry of the province into the liquor business in 
1925. Profits of about $2 millions a year were at once 
realized. ‘These were initially allotted to debt retirement, but 
a steadily increasing portion was taken into ordinary revenue. 
(For comparative purposes our figures include all Liquor 
Board profits in ordinary revenue throughout.) 


As a result of the improved outlook, the Public Revenue 
tax was reduced from 2 to 1% mills. It is illuminating to 
note that at this time the Manitoba scale of taxation would 
have raised an additional $114 millions a year in Saskatche- 
wan, and also that the province’s expenditure on education— 
relatively the highest in Canada—would have been lower 
by $750,000 if Manitoba or Alberta schedules of school 
grants had been substituted. In other words, the province 
was able, thanks largely to low debt charges and economical 
general administration, to take over a somewhat larger share 
of the educational burden on land and municipalities, with- 
out increasing any other taxes. 


In the four fiscal years 1926-27-28-29, surpluses on 
ordinary account totalling $340,000 were shown in the 
Public Accounts. Yet the total official surplus for these 
four extraordinarily prosperous years was slightly less than 
the average weekly debt increase into the six years ending 
1936. (It might be proper to add the portion of the Liquor 
Board profits which were not taken into revenue to the 
ordinary surpluses as shown, and make certain other desir- 
able adjustments, including an allowance for amortization of 
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debt discount, which would show a total surplus on ordinary 
account for the four year period of $4,440,000.) 


Demand for major extensions of the highway system 
grew, and capital expenditures for this purpose began to in- 
crease rapidly. Maintenance charges were high, as Saskat- 
chewan followed the practice of charging improvements, 
such as gravelling, to ordinary expenditure. In order to 
meet the increased highway expenditure, a gasoline tax (of 
3 cents) was imposed in 1928-29. Saskatchewan was the 
last province to impose such a tax, and it was pointed out at 
the time that the new gasoline tax failed to make up for the 
land tax reductions since 1920. ‘The imposition of the gaso- 
line tax was followed by a $5 reduction in automobile licence 
fees. 


VA To summarize, from 1920 to 1929, Saskatchewan’s 
debt, expenditure and taxation were held considerably below 
the comparable figures of the other provinces west of 
Quebec. The increasing educational and medical expendi- 
tures were being paid for, in effect, out of liquor profits, and 
land taxation had been reduced. ‘The mounting highway 
expenditures had been met from the growing automobile 
licence revenues and the new gasoline tax. In addition, a 
small reserve from liquor profits had been accumulated, 
leaving only a slight increase in net debt. In a stable econo- 
my, this would have been a highly satisfactory showing. 
Judged by the criteria which must be applied to Saskatche- 
wan, however, a decrease in the net debt would have been 
appropriate. The lack of any adequate reserves for possible 
fluctuations in wheat crops or prices was a fundamental 
weakness. It appears that the taxation system was not de- 
signed to secure any substantial revenues in good times from 
a society in which there were few large incomes, but a re- 
Jatively high average evenly distributed. 


The following table summarizes the salient statistics of 
the period: — 
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TABLE A 
SASKATCHEWAN PUBLIC FINANCES* 


(1926 - 29) 
(Fiscal Years ending April 30) 
(Millions of Dollars) 
T 1 
1926 1927 1928 1929 fogs 
ORDINARY REVENUE (Cash Basis) 

Fixed Revenue (a) Sia! 3.4 25 520 13.5 
Tax Revenue A)2 4.1 3.6 4.9 16.8 
Other Ordinary Revenue (b) 6.5 G25 W535 8.6 29.1 


Total Ordinary Revenue 13.8 
ORDINARY EXPENDITURE (Cash Basis) 


poo 
nas 
S 
=" 
an 
p= 
fos) 
on 
© 
es 


Interest Charged to Ordinary Revenue 258 2.9 209 26) 11.5 
Interest on Treasury Bills held by Dom. 
Capitalized _ — — — — 
Exchange and Commission (c) — — — — — 
Sinking Fund a ame — So: 
Total Debt Charges 2.8 2.9 2.9 2.9 11.5 
Social Services be7 1.9 1.9 2.4 7.9 
Education 3:8 3.4 Kgs’ 3.8 14.8 
All Other (d) 4.4 4.5 50) 6.5 20.4 
Total Ordinary Expenditure 12.7 12.7 13.6 15.6 54.6 
ORDINARY DEFICIT OR SURPLUS (Cash Basis) 1.1 iv3 1.0 1.4 4.8 
ORDINARY DEFICIT OR SURPLUS (Cash 
Basis as per Public Accounts) 0.1 0.1 0.1 0.1 0.4 


Increase or Decrease in Accounts 
Payable (e) — a ea bans wae 

Amortization of Debt Discount (0.1) (0.1) (0.1) (0.1) (0.4) 
(1) Sum of Ordinary Deficitor Surplus Increase 

or Decrease in Accounts Payable and 

Amortization of Debt Discount 
(2) Increase or Decreasein Accounts Receivable (e) 
(3) Investments in or Withdrawals from 

Current Assets (e) 


(4) Net Capital Expenditures or Repayments 0.3 1.4 2.6 4.2 8.5 
(5) Relief Deficit (f) rar 37 a at 
(6) Miscellaneous, Debt Discount, etc. 
(7) Increase or Decrease in Sinking Fund 

Investment Account 0.9 0.6 0.2 0.4 1.7 


INCREASE OR DECREASE IN GROSS 


LIABILITIES TO PUBLIC sum of (1) to (7) 0.2 0.3 £32 6. Ke) 7.2 

Increase or Decrease in Sinking Funds 0.9 0.6 22 igh 0.6 
INCREASE OR DECREASE IN DEBT 

OUTSTANDING 1.1 0.3 1.0 5.4 7.8 

TOTAL DEBT OUTSTANDING 55. 56. 57. 62. (e) 

Liquid and Full Revenue Bearing Assets (g) 29. 29. 30. 36. 
NET DEBT 26. 27s. 200 26. 

Of which: Fixed Assets ali oo ao. fo Oe 


Portion of Other Loans and Invest- 
ments which bore full interest during 
year 9. ie 8. 9. 


————— Css. EE 


*For notes see table in Appendix. 
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FISCAL YEARS 1930-37 


(Approximate calendar years 1929-36) 
THE Economic SITUATION: 


In 1929, a partial drought reduced the wheat crop by 
100 million bushels from the average of the four preceding 
years (to 160 million). The previous momentum carried 
other industries on to new records, however, and it was only 
in comparison with the immediately preceding years that 
1929 could be considered an exceptionally adverse year, as it 
was described at that time. It was not astonishing, after four 
years in which the average crop was 70 million bushels above 
the 1915-29 average, that the yield in the fifth year should 
drop to 30 million bushels below the average. It is astonish- 
ing that the province was largely unprepared for such an 
event. 


From 1930 to 1936, the story is a different one. We 
are all familiar with the sequence of crop failures which, in 
the earlier of these years, coincided with the lowest wheat 
price in centuries. One fact alone will serve to illustrate 
the economic history of this period. The four southern 
crop districts, which is the area in Saskatchewan most af- 
fected by the drought, contain 50,000 of the 130,000 farms 
in the province, and normally produce half the marketable 
wheat surplus. The value of the marketable surplus in this 
area, for the six years 1930 to 1935 together, was less than 
the average value in one year in the 1925-28 period. For the 
province as a whole, the gross value of agricultural produc- 
tion, which averaged $340 millions a year for the 1920-29 
decade, fell 60 per cent to an average of $135 millions in the 
next six years. Net values and cash incomes fell even more. 
At the same time, agricultural fixed charges in the form of 
interest and tax arrears rose sharply. 4 The small secondary 
industries, the construction industry, and the retailing, dis- 
tributing and servicing trades, collapsed when the net in- 
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come from wheat almost disappeared. For example, build- 
ing contracts fell from $34 millions in 1929 to $800,000 in 
1933. Retail sales (including purchases made with relief 
vouchers, etc.) dropped to less than half the 1926 level. 
Sales of gasoline and liquor (both important sources of pro- 
vincial revenue) fell by half and two-thirds respectively. 
The number of automobiles registered declined by more 
than one-third. In brief, the economy had, for the time, 
almost ceased to function. Buildings, equipment, stock, and 
in the drought area even the land itself, deteriorated rapidly, 
and capital values had so shrunk that land was unsaleable at 


a fraction of the indebtedness it carried. Sole bright spots , 
were the improved farming methods, which made possible | 


slashing reductions in costs, and the courageous spirit of the 
people. | 
THE FINANCIAL SITUATION: 


Before discussing the results of the period in detail, 
some general observations on the figures we give should be 
made. It has been necessary to make considerable adjust- 
ments in the official figures of revenue, expenditure and de- 
ficits, in order to secure a clear view of the situation. In 
earlier years, the official ordinary revenue and expenditure 
accounts did not include the portion of liquor profits used 
to retire debt, deposited in sinking funds, or retained as re- 
serves. In 1929-30 the accumulated reserve of $172 mil- 
lions was taken into revenue, and since 1931-32 total liquor 
profits have been treated as ordinary revenue. Net deferred 
charges totalling $1 million from 1927 to 1934, are not 
shown in ordinary expenditure, although in several of the 
years the deferred charges were items properly chargeable 
directly to ordinary expenditure. The practice has been 
followed of charging superannuation account deficits (which 
are now about $130,000 a year), and certain departmental 
advance account deficits (which in one year reached 
$250,000) directly to Consolidated Fund, rather than to 
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ordinary expenditure. Advances have been made to the 
Farm Loans Board, with which the Board has paid interest 
due to the government, thus swelling the ordinary revenue 
(in 1935-36 by $344,000). “The advances were shown as 
capital assets. ‘The interest on relief treasury bill borrow- 
ings from the Dominion has not been shown in ordinary 
expenditure, but has simply been added directly to the 
capitalized relief deficit in the balance sheet. No reduc- 
tion has yet been made by the province for the write-offs of 
relief borrowings subsequently made by the Dominion. The 
necessary adjustments for these various factors increase the 
actual cash surplus prior to 1928-29 and increase the actual 
cash deficit substantially since that date, as compared with 
the official statements. In addition, annual provision has not 
been made for debt discount amortization, which should 
now amount to about $270,000 a year. 


In the first three fiscal years (1930-32) of the period, 
actual cash deficits on ordinary account averaged $3.9 mil- 
lions a year or, including debt discount amortization and the 
increase in accounts payable, slightly more. In the same 
period, a very large capital expansion programme was carried 
out. Until that time, Saskatchewan had tended to leave the 
provision of public utility services to private or local enter- 
prise. Under the circumstances then existing, the new pro- 
gramme can only be described as grossly extravagant. On 
highways, public buildings, telephones, power, and farm 
loans $30 millions were spent, about half being on roads. In 
addition, a $13.3 millions liability (against which collateral 
security was held) was incurred through implementation of 
the guarantees given on Wheat Pool borrowings from the 
banks. Finally, in 1931-32, the provincial share of relief ex- 
penditures added $13 millions to the debt. As a result of all 
these factors, the outstanding debt of Saskatchewan was 
more than doubled in the three year period. Public debt 
charges also doubled, and even more serious, interest paid less 
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interest received from the province’s own investments, rose 
from about $1 million to $34 millions per annum. In addi- 
tion, the province guaranteed some $4 millions of municipal 
borrowings for agricultural relief—guarantees which the pro- 
vince will now have to implement under the debt adjust- 
ment arrangement. 


During this period, the only tax change of any import- 
ance was an increase of 2 cents in the gasoline tax in 1930-31. 
Revenue collections (adjusted figures) fell $3.8 millions 
from 1930 to 1932. About $1 million of the fall was in tax 
revenues, and more than $3 millions in interest received from 
various agricultural and associated investments, trading acti- 
vities, licences and fees, and other sources dependent on 
general business activity. The difficulty of obtaining addi- 
tional tax revenues from the depleted provincial income must 
not be ignored, but the fact remains that the scale of taxation 
was extremely low. 


During this period of excessive capital expenditures, 
there was little retrenchment in ordinary expenditures. The 
only substantial cut was in highway maintenance, but this 
was to some extent more apparent than real as a considerable 
amount of improvement was being capitalized, instead of 
charged to maintenance as before. In 1931-32, Civil Service 
salaries were reduced 5 per cent on the first $1,000 and 10 
per cent on all above $1,000. 


In 1932-33, a determined effort was made to increase 
revenues and reduce expenditures. Virtually all capital ex- 
penditures ceased. The public revenue tax was increased 
from 1% mills to its pre-1927 figure of 2 mills, motor vehicle 
licence fees were raised $5 (except for farm trucks) virtu- 
ally restoring them to the 1929 level, the gasoline tax was 
raised a cent to 6 cents; corporation, bank, and insurance 
company taxes were increased sharply; and an income tax 
starting at $750 (single) and $1,500 (married) was intro- 
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duced. Education expenditures were cut by a full third in 
the first year of the new policy alone, and all other depart- 
mental expenditures were substantially reduced, with the ex- 
ception of the public debt charges. ‘Total expenditure, in- 
cluding capitalized interest and exchange, was reduced $2 
millions in the one year 1932-33. (When adjusted for 
changes in accounts payable, however, total expenditures 
declined only about half a million.) 


From then to the present time, Saskatchewan has made 
drastic economies in all controllable and capital expenditures. 
Additional cuts in Civil Service salaries have been put in 
effect. In many cases the retrenchment has gone too far to 
permit the government to perform its functions satisfactorily 
and efficiently or to maintain its capital assets. The lack of 
adequate maintenance expenditure on the highway system, 
for example, has allowed it to deteriorate, so that much larger 
sums will now be necessary to rebuild it. It is difficult to 
single out the individual services which have suffered most 
severely, but something should be said of the need for addi- 
tional expenditure for the care of the insane and for cases of 
serious illness, and also concerning the plight of education in 
general and rural school teachers in particular. The school 
teachers are in part the responsibility of the rural munici- 
palities which, however, are, in a large part of the province, 
completely bankrupt. The current level of teachers’ pay is 
distressingly low, and the standards of education must event- 


ually suffer. 


In brief, retrenchment of ordinary expenditures has 
been carried as far as, and in some instances farther than 
reasonable, and current ordinary expenditures are at a level 
which it may be neither possible or desirable to maintain. 
Although slow in starting, since 1932-33 Saskatchewan has 
made greater cuts in virtually all controllable expenditures 
than any other province, with the exception in some in- 
stances of Manitoba. 
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Efforts to increase revenues have not been so heroic. 
While fully realizing the burden of present taxes on an in- 
come which has shrunk to a fourth of that in the late 
twenties, and is now yielding a greater tax revenue than at 
that time, a comparison of the present tax structure in Saskat- 
chewan with that in other provinces indicates that the Saskat- 
chewan scale is still somewhat low. Approximately half of 
the most general tax—the Public Revenue tax—may still be 
looked on as being collected on behalf of the school districts 
for educational purposes. ‘The next largest (and recently 
the largest) tax is the gasoline tax, which at 7 cents a gallon 
is a heavy one in relation to the distances which must be 
travelled, but which exempts about one-half of the total 
gasoline or similar fuel consumption in the province. In 
addition, the exemption feature is abused, to an indeterminate 
extent. Automobile licences are at approximately the same 
rate as in 1929. ‘The inheritance tax and the income tax 
touch a relatively small portion of the population. Corpor- 
ation and railway taxes are of necessity limited, in the latter 
case particularly because of existing tax-exemption pro- 
visions. It is difficult for Saskatchewan to increase its rev- 
enues from corporations or personal income taxes since few 
large net incomes are domiciled in Saskatchewan (only seven 
individuals reported incomes of $15,000 or more in the 
latest published returns) although Saskatchewan residents 
may help create such incomes in other sections of the 
country. 


In the five fiscal years 1933 to 1937, in spite of drastic 
retrenchment and substantial tax rate increases, the deficit on 
ordinary account (adjusted figures including interest on 
relief treasury bills) averaged $3 millions, and in the current 
year will be approximately $4 millions. If debt discount 
amortization (which has not been provided) and the increase 
in outstanding accounts payable are added, the deficit would 
be increased by an average of half a million a year. (Against 
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this there has been an increase of some $6 millions in ac- 
counts receivable during the same period, but many of these 
are of doubtful value.) Current revenues now approximate 
to the levels of the late twenties. Increased interest of about 
$1 million paid by the Telephone and Power Commission 
systems and by the Wheat Pool, and an increase of about 
$1 million in tax receipts virtually offset a fall of somewhat 
more than $2 millions in trading profits, automobile licences, 
and interest received from agricultural enterprises. The 
Farm Loans Board which now owes the province nearly $20 
millions, has paid interest on approximately $272 millions a 
year for the last six years. Current expenditures, other than 
debt charges, are somewhat lower than towards the end of 
the twenties, but debt charges have soared from $3 millions 
in 1927-8-9 to current annual totals of $6’ millions due the 
public, plus $2 millions in sinking fund charges, relief treas- 
ury bill interest due the Dominion, and in respect of other 
capitalized or unprovided for items not now shown in or- 
dinary expenditure. Net debt charges (interest etc. paid less 
interest received, including the capitalized interest on relief 
treasury bills) averaged less than $1 million a year from 1926 
to 1930, but are now something over $5 millions. About 
two-thirds of the increase in fixed charges occurred in the 
1930-33 period. Since then relief borrowings have increased 
tremendously, but successive reductions in the relief treasury 
bill rates have prevented a similar growth in the interest paid 
or capitalized. | 


The existing situation on current account is not hope- 
less. Since the organization of the Board of Revenue com- 
missioners and the reorganization of the Audit Department, 
encouraging progress has been made in improving the form- 
erly unsatisfactory accounting system and tax administration 
of the province. With improvement in crop yields, and with 
a tax system adjusted to approximately the same level as in 
Manitoba, the present deficit on current account could be 
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met, and provision made for some of the essential services 
now being neglected. During the prosperous years the pro- 
vince saw fit to maintain a system of taxation which gave 
negligible results in relation to the income of that period, 
and after prosperity waned it was somewhat belated in mak- 
ing adjustments. It seems inevitable that an effort must now 
be made to pay from current income for those current ser- 
vices which are desired. The present schedule of taxation 
cannot produce this result on the basis of the present income 
level; it is not particularly well adapted to securing a fair 
share of revenue from any prosperous or moderately well- 
to-do rural sections; and it is somewhat below that in neigh- 
bouring provinces. 


The possible improvements indicated above are partly 
dependent on better crops, and there is, therefore, no assur- 
ance that the gap between ordinary revenues and ordinary 
expenditures can be completely closed. And even if this were 
accomplished, it still could not be said that the province was 
on a sound financial basis. Deferred capital and maintenance 
expenditures are mounting, and the relief liability has grown 
to enormous proportions. The next few months will pro- 
bably see new record disbursements by the province and the 
Dominion, with the Dominion bearing the major portion of 
the burden through the assumption of the total cost of relief 
and agricultural rehabilitation in the drought area. 


The following table summarizes the financial statistics 
of 1930-37:— 
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. TABLE B 
SASKATCHEWAN PUBLIC FINANCES* 
(1930 - 37) 
(ccircaeeNS) (Fiscal Years Ending April 30) 
1930 1931 1932 1933, 1934 1935 1936 ie || tet 
ORDINARY REVENUE (Cash Basis) 
Fixed Revenue (a) 3.6 37 4.1 48 48 48 43 + 4.6 35.2 
Tax Revenue 44 4.6 3.5 4.6 4.6 4.6 5.2 EStS, 37.0 
Other Ordinary Revenue (b) 7.4 62 4.0 44 4.0 41 4.9 £49 39.9 
Total Ordinary Revenue 15.4 14.5 11.6 13.8 13.4 13.5, 14.9 £15.0 112.1 
ORDINARY EXPENDITURE (Cash Basis) 
Interest Charged to Ordinary Revenue 3.3 3.9 S.1 5.7 3 6 6.6 + 6.5 43.7 
Interest on Treasury Bills held by Dominion, Capitalized — — = O4 7 14 12 + 174 5.1 
Exchange and Commission (c) = = 0.2 03 1 = 01 07 
Sinking Fund _— — — 0.2 2 0.2 03 + 0.3 12 
Total Debt Charges 33 53 66 7.9 8.2 + 8.2 50.7 
Social Services 31 3.0 2.6 2.9 3:0 || + 3:2 24.0 
Education 40 4.5(h)} 2.9 2°6 3.1 +30 27.0 
All Other (d) sth 4.5 3.2 4.3 3.3 + 4.5 36.7 
Total Ordinary Expenditure 17.5 17.3 15.3 15.8 17.7 17.6 418.9 138.4 
ORDINARY DEFICIT OR SURPLUS (ge Basis) 24 5:7. 15 2.4 42 27 + 3.9 26.3 
ORDINARY DEFICIT OR SURPLUS (Cash Basis as per Public Accounts) 0.5 5.8 0.6 14 27 0.9 £23 18.0 
Increase or Decrease in Accounts Payable (c) O4 0.7 0.7 03 02 o4 
. Amortization of Debt Discount O1 0.2 02 0.2 0.3 03 +03 
(1) Sum of Ordinary Deficit or Surplus, Increase or Decrease in 
Accounts Payable and Amortization of Debt Discount 2.6 4.6 5.2 2.4 2.9 4.7 34 + 4.2 30.0 
(2) Increase or Decrease in Accounts Receivable (e) 1.0 1.8 1.8 2.2 15 1.7 05 8.5 
(3) Investmentsin or Withdrawals from Current Assets (e) 1.9 14 1.5 21 1.3 37 06 7.5 
4) Net Capital Expenditures or Repayments 9.0 14.8 19.2 OL 07 0.2 0.9 44.5 
5) Relief Deficit (f) 0.7 15 12.5 6.0 61 13.6 99 + 8.0 58.3 
(6) Miscellaneous, Debt Discount, etc. — 03 10 06 01 10 11 3.9 
(7) Increaseor Decrease in Sinking Fund Investment Account 09 03 o1 04 08 05 05 33 
INCREASE OR DECREASE IN GROSS LIABILITIES TO PUBLIC, ie Sum of (1) to (7) 12.3 21.1 37.5 94 10.2 21.6 14.7 $12.2 139.0 
Increase or Decrease in Sinking Funds 1.5 0.7 04 0.8 1.2 1.0 1.1 + 1.0 77 
INCREASE OR DECREASE IN DEBT OUTSTANDING 10.8 20.4 37.1 86 90 20.6 13.6 $11.2 131.3 
SEE OE | ——— 
TOTAL DEBT OUTSTANDING. 73, 93. 131. 140. 149. 169. 183. 
Liquid and Full Revenue Bearing Assets (g) 37 42 57. 60 60 63 62 
ET DEBT 36. 51. 74. 80. 89. 106. 121 
Of Which: Fixed Assets 42 St 54 S4 54 54 5S 
: Portion of Other Loans and Investments which bore full interest during year 8. 3. 2 2 3 3 7 
*For notes sce table in Appendix. 
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RELIEF: 


In no other province of Canada is the relief problem so 
acute. It is unnecessary to recite the desolation which suc- 
cessive droughts have brought. At present one-third of the 
rural population and 13 per cent of the urban population are 
on relief. It may be helpful to summarize the expense, up to 
the end of the calendar year 1936. The total has been $110 
millions (excluding a small unreported amount raised and 
spent directly by municipalities) of which municipalities 
have raised $5 millions and the province $13 millions plus 
$5 millions in guaranteed loans to municipalities. ‘The re- 
maining $87 millions have been contributed by the Domin- 
ion, some $40 millions outright (including about $1074 mil- 
lions in accountable advances which the Dominion has 
undertaken to cancel) and the balance in loans or guarantees. 
The Dominion has further undertaken to cancel nearly $18 
millions of loans in the drought area as part of the debt ad- 
justment agreement. The Dominion has also assumed com- 
plete responsibility for the care of approximately 125,000 
people (December, 1936) in the drought area as a result of 
the decision to recognize last year’s drought as a national 
emergency. In addition, the Dominion is committed to sub- 
stantial expenditures in its reclamation programme for the 
drought area. 


To relate the cost of relief to the financial situation, we 
may note that the total relief expenditures since 1930 have 
exceeded the total ordinary revenues of the province for the 
same period. The province’s own share of relief expendi- 
tures, plus its relief loans to municipalities, exceeds the total 
expenditure on roads and bridges since the formation of the 
province. 


Of the $110 millions, $44 millions have been expended 
on direct relief, $42 millions on agricultural aid, and $16 
millions on public works, the balance being accounted for 
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by capitalized interest on relief treasury bills and miscel- 
laneous expenditures. Relief of a somewhat different kind 
should also be noted—the cancellation of tax arrears by muni- 
cipalities of seed and other relief loans by the province and 
Dominion, and of interest arrears by loaning companies, in 
addition to large interest and principal losses already assumed 
by them through defaults or individual adjustments. 


The following table summarizes the relief statistics of 
the depression years: — 
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TABLE C 
SASKATCHEWAN UNEMPLOYMENT RELIEF 


UNEMPLOYMENT RELIEF EXPENDITURE (a) 
(Thousands of dollars) 


Municipal 
Fiscal Years Loaned by Share Pinca Total Total 
Ending Dominion Provincial Province to by Municipal Expenditures 
April 30 Share Share Municipalities |Municipalities (b) (d) Shares (c) All Govts. 
(i) (ii) (iii) (iv) (v) (vi) 

1930 --- 677 — 574 1,574 2,251 
1931 1,093 p22 40 3,908 3,948 6,763 
1932 8,014 10,599 415 948 1,363 19,976 
1933 6,555 5,430 675 390 1,065 13,050 
1934 2,890 7,429 2,101 772 2,873 13,192 
1935 8,202 9,356 oe bis 974 4,091 21,649 
1936 7,969 5,897 5,464 583 6,047 19,913 
1936* 6,325 250 741 3.252 3,993 12,835 
Total 41,048 43,627 12,553 12,401 24,954 109,629 


*May 1, 1936 to December 31, 1936 


UNEMPLOYMENT RELIEF—CLASSIFICATION 
September 1, 1929 to December 31, 1936 
(Thousands of dollars) 


Municipal Total 
Loaned by Share Financed Total Expendi- 
Dominion Provincial Province to by Municipal tures, All 

Share Share Municipalities} Municipalities (b) (d)| Share (c) Govts. 

(i) (ii) (iii) (iv) (v) (vi) 

Agricultural Aid 10,414 16,455 1452 7,306 (d) 15,038 41,907 
Direct Relief 25,904 10,866 3,085 3,666 (b) 6,751 43,521 
Public Works 4,614 9,540 625 1,429 (b) 2,054 16,208 
Miscellaneous 116 6,766 1 Mae mE — Litt 7,993 
Total 41,048 43,627 12,553 12,401 24,954 109,629 


(a) Relief Expenditures after deducting repayments made by individuals up to December 31, 1936. With regard to 
the shares of cost assumed by the various governments, the figures shown are necessarily approximate because in some instances 
the division of responsibility has not yet been definitely determined. The shares of cost will be further affected by the debt 
adjustment agreement under which receivables on account of relief expenditures made in the drought area prior to December 
31, 1934, are to be written off. The details of the scheme have not yet been worked out. 


(b) The figures shown for Direct Relief and Public Works financed by municipalities include only the urban muni- 
cipalities. During the short time at our disposal we have not been able to obtain information as to the amount financed by the 
rural municipalities. The amount however was comparatively small. 


(c) This column is the sum of columns (iii) and (iv). See footnotes (b) and (d). The figures shown under Total 
Municipal Share do not represent the total municipal costs of relief. The Province did not contribute toward certain municipal 
expenditures on hospitalization, medical aid and relief administration, etc., which might be classed as relief. The figures stated 
include only the municipal share of the relief expenditures to which the Province contributed. 


(d) The figures shown for amount of expenditures on Agricultural Aid financed by municipalities are municipal 
bank loans guaranteed by the Province. These figures do not include expenditures on Agricultural Aid out of monies raised by 
municipalities other than by means of guaranteed bank loans which amount was comparatively small. Included in the guaran- 
teed bank loans of $7,306,000 are $2,250,000 (estimated) which were guaranteed by both the Province and the Dominion. 
In addition to these expenditures, loan companies advanced to farmers approximately $1,480,000 for seed and seeding under 
guarantees from the Provincial Government. 
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UNEMPLOYMENT RELIEF FINANCING 


September 1, 1929 to December 31, 1936 
(Thousands of dollars) 


DOMINION 
Dominion Share 41,048 
less Receivable by Province from Dominion 1,030 
Total Dominion Share Paid by Dominion 40,018 
Loaned by Dominion to Province | 54,343 
less Accountable Advances written off (a) 10,462 
43,881 
Total Dominion Funds 83,899 
Rural Municipal Bank Loans Guaranteed by the 
Dominion and the Province 2,250 (b) 
PROVINCE 
Proceeds of sale of Securities to other than Dominion 12,544 
Bank Overdraft 785 
Total Provincial Funds 13,329 
Rural Municipal Bank Loans Guaranteed by the Province 5,056 (b) 
MUNICIPALITIES 
Money raised by Urban Municipalities for Direct Relief 3,666 
Money raised by Urban Municipalities for Public Works 1,429 
Total Urban Municipal Funds 5,095 
Grand Total 109,629 


(a) In addition the Dominion has undertaken to make further write-offs up to $17.8mm. in connection with the 1936 
debt adjustment scheme. 


(b) Partly estimated. 


NUMBER OF PERSONS ON DIRECT RELIEF 


RURAL 
ite Number fet 
Raesdag Aeris D ht Outside Total decal 
Pare et ee Dene hea, Rui 
December 1931 235 451 212,675 Domne Ds 
December 1932 102,565 74,246 28,319 
December 1933 Zi oc2 173,678 37,994 
December 1934 225,166 160,870 24,779 185,649 go 517 
December 1935 176,401 kT Efe gi 25,646 141,363 35,038 
December 1936* 241,200 125,400 79,090 204,400 36,800 


*Estimate. 
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That relief on a huge scale has been and is necessary is 
undoubted, but whether the existing system of relief in Sas- 
katchewan is in the best interests of the country is open to 
question. A large portion of the total expenditure has been 
devoted to an effort to keep the drought area in full pro- 
duction, and about $8 millions additional expenditure will be 
incurred this spring for the same purpose. Seed, feed, tractor 
fuel, and other necessary operating expenses have been ad- 
vanced to the majority of farmers in the south. In other 
words, the province is attempting to supply the prime costs 
of production for about one-half of its major industry. No 
other provincial government is following such a policy on 
anything like this scale, and the effort is, of course, far be- 
yond the financial resources of the Saskatchewan govern- 
ment. In addition, it has thrown a serious strain on the 
provincial and municipal administrative services, with the in- 
evitable results attending inadequate organization. It may 
be said that in this case the province is in a dilemma, for al- 
though it cannot finance the agricultural industry, neither 
can it afford to miss the chance of one good crop through 
failure to seed. Undoubtedly a good crop would repay the 
seeding advances many times over. The problem, however, 
is more than one of immediate finance. Several basic criti- 
cisms can be made of the present agricultural policy, as com- 
pared with one which would give the farmer only direct 
relief, or a limited maximum of supplies for subsistence farm- 
ing. [he amount of government aid given varies with the 
size of the farm, thus making it possible for one man to profit 
much more substantially than another. Apart from such 
discrimination, the policy tends to penalize the farmer who 
invests his own money, while his neighbour uses government 
funds. Such a system must tend both to remove the in- 
centive for thrift and the motive for accumulating reserves, 
and to break down individual honesty. If the principle be- 
came established that the government would assume the 
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responsibility for providing the expenses of operation for 
those who cannot do it themselves (a distinctly different 
principle from that of providing a minimum subsistence 
when necessary) the financial burden on the government, 
the potentialities of abuse, and the economic retrogression of 
supporting sub-marginal producers, would all become ex- 
tremely serious considerations. The same criticism holds 
true of the blanket debt adjustments now being made, re- 
gardless of individual capacity to pay, and of whether it 1s 
desirable to keep the more hopeless cases in operation on 
sub-marginal lands. 


Another controversial issue at present is whether large 
sections of the drought area should be abandoned or re- 
claimed. The main body of opinion appears to support a 
policy of reclamation, except for the worst areas, if for no 
other reason than because there is little desirable land left 
for those who would be dispossessed. At the same time, in 
view of the fact that over-production of wheat remains a 
possible danger to world markets, it must be remembered 
that the wealth and productive capacity of the southern 
prairies, under even the most favourable conditions, do not 
justify a large investment and overhead per acre; and it ap- 
pears that it is only in a few favoured areas that any substan- 
tial improvement can be expected at a small investment per 
acre. More, perhaps, can be expected from further improve- 
ment in dry-farming methods. But whichever solution, or 
whatever compromise is decided on, it is certain that it will 
be expensive. And it is equally obvious that the govern- 
ment of Saskatchewan, which cannot finance itself under its 
present financial constitution, can still less provide for the 
migration or rehabilitation of one-third of its citizens. In 
no other section will credit be so necessary in the future, 
and in no other section is it now so important to maintain 
confidence in the good faith of borrowers. 
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SUMMARY AND CONCLUSIONS 


1. In the body of the report, we have expressed the 
view that greater advantage should have been taken of the 
good years in Saskatchewan to build up surpluses for bad 
times. This applies particularly to the 1925-28 period, when 
conditions were extremely favourable and prosperity was 
widespread in the province. It could be claimed that it was 
impossible in 1925-28 to visualize the extent of the present 
depression, still less to provide for it adequately. While we 
would agree that provision for a disaster of the magnitude 
experienced in Saskatchewan during 1930-37 could not have 
been made by the province itself, that does not mean that 
the province could not have prepared for reverses on a 
smaller scale, and so rendered its financial position less acute 
than is the case today. Any agricultural economy, and 
especially one dependent on one commodity, is inevitably 
subject to wide fluctuations. 


2. During the 1930-32 period, no adequate effort was 
made to deal with the financial problems of Saskatchewan. 
A programme of capital expenditures, totalling $30 millions,* 
superimposed on current deficits aggregating $12 millions, 
added tremendously to the burden of debt. Taxation re- 
mained light, as compared with other western provinces; 


and there was little retrenchment in ordinary expenditure. 


*Excluding the $13 millions Wheat Pool guarantee implemented by the 
province. 


3. Commencing with the fiscal year 1932-33, a de- 
termined effort was made to increase revenues and reduce 
expenditures, and since that time Saskatchewan has con- 
tinued to practice great economy in all directions. As matters 
stand today, expenditures cannot, on balance, be further re- 
duced; in fact, some additional outlay is inevitable. 


4. In spite of efforts to balance the budget, the deficit 
on current account, including all items which should pro- 
perly be charged to ordinary expenditures, has averaged 
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$3.2 millions a year from 1933 to 1937. Of this $3.2 mul- 
lions, $1 million represents capitalized interest on relief 
treasury bills (before making allowance for write-offs by 
the Dominion of about $28 millions in the principal of relief 
advances) and the deduction of this and certain other items 
not classed as ordinary expenditures in the Public Accounts 
reduces the reported current deficit to an annual average of 
$1.6 millions, including sinking fund charges of about 
$220,000. 


5. It is difficult to compare Saskatchewan’s taxation 
structure directly with that of other provinces, owing to 
the peculiar character of Saskatchewan’s economy and the 
lack of any urban concentrations of wealth in the province. 
The most general tax—the 2 mill land tax—must be looked 
upon as being to the extent of approximately 50 per cent 
collected on behalf of the school districts, and that portion 
should be excluded in making comparisons with other pro- 
vinces in which the school districts raise equivalent amounts 
directly. The other tax rates are not materially lower, and 
are in a few instances higher than in the neighbouring pro- 
vinces. They fail to produce revenues comparable to those 
in other provinces, however, because they are not adapted 
to the local problem—viz., that of securing a fair share of 
revenue from any moderately prosperous rural sections, 
where there may be few large net incomes but a fairly well 
distributed average. In addition, income tax and gasoline 
tax administration in particular would not appear in the past 
to have been as efficient as desirable. As a necessarily arbi- 
trary estimate, and allowing for the greater reduction of 
provincial income in Saskatchewan than in other sections, 
we believe that the Government would have to raise ap- 
proximately $2 millions a year more at the current level of 
provincial income to put Saskatchewan on an equal footing 
with Manitoba. 


6. The acute character of the relief problem is so 
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generally realized that it is not necessary to refer at any 
length to the remarks on this subject made in the body of our 
report. ‘There is no possibility of Saskatchewan’s being able 
to find revenue to cover the province’s share of relief ex- 
penditures, if these are on anything like the scale of recent 
years. Admittedly, with reasonably large and well-distri- 
buted crops the relief situation would i improve more rapidly 
and to a far greater extent than could be expected in in- 
dustrial areas; but it is obviously impossible to predict 
whether and when such a development will take place. 


7. Saskatchewan’s economy would have been badly 
affected if it had had no more to contend with than the rela- 
tively low level of agricultural prices during the years 1930- 
35. When to this difficulty there was added an unprece- 
dented series of droughts, extending over wide areas and in- 
volving public relief at the present time for one-third of the 
rural population, the situation took on the aspects of a national 
disaster. ‘Tribute should be paid to the courageous spirit dis- 
played by the people of Saskatchewan in the face of this 
crisis, and to the efforts which have been made to reduce 
costs of production by improved farming methods and the 
practice of strict economy. 


8. Quite apart from the question of relief costs, the 
position of the province is such that certain fundamental 
strains and weaknesses are indicated. Although one good 
year would cause a substantial improvement in the current 
position, it does not appear that the economy affords an ade- 
quate basis to support the costs of the services now demanded 
from provincial governments under the present distribution 
of financial powers and responsibilities. 


g. For reasons largely beyond its control, Saskatche- 
wan finds itself in a particularly unfortunate situation. Other 
sections of the country too are facing problems, which may 
differ in degree from those of Saskatchewan, but are none 
the less of a difficult character. As in the case of our Report 
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on Manitoba, we do not see any solution other than that 
which might be provided by a complete enquiry into the 
financial powers and responsibilities of all our governing 
bodies. The Dominion Government’s intention to appoint 
a Royal Commission to conduct an enquiry along these lines 
has been announced by the Prime Minister in the House of 
Commons on February 16th. Pending the report of this Com- 
mission, it would appear to us that in the case of the Pro- 
vince of Saskatchewan the Dominion Government would be 
justified in extending temporary financial aid. As indicated 
in paragraph 5 of this Summary, however, we believe that 
Saskatchewan itself should also make a contribution towards 
providing additional funds for current requirements. 


For THe Bank or Canapa, 


(Sed.) G. F. Towers, 


Governor. 
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APPENDIX 
SASKATCHEWAN PUBLIC FINANCES 


The following statistics have becn compiled from the Public Accounts and from information furnished us by the Government Departments. 
Necessary adjustments have been made to place them on a comparable basis during the period under review. 


(Millions of Dollars—Fiscal Years Ending A pril 30) 


1926 1927 1928 1929 1930 1931 1932 1933 1934 1935 1936 1937, 
Estimate 
ORDINARY REVENUE (Cash Basis) 
Fixed Revenue (a) 3. 34 3.5 3.5 3.6 37 41 48 48 48 48 + 46 
Tax Revenue 4.2 4.1 3.6 4.9 44 4.6 3.5 46 4.6 4.6 5.2 = 55 
Other Ordinary Revenue (b) 6.5 6.5 7.5 8.6 74 62 4.0 44 4.0 4a. 4.9 +49 
Total Ordinary Revenue 13.8 14.0 14.6 17.0 15.4 14.5 11.6 13.8 13.4 13.5 14.9 +15. 
ORDINARY EXPENDITURE (Cash Basis) cea 
Interest Charged to Ordinary Revenue 2.8 2.9 2.9 2.9 3.3 3.9 S.1 5.7 6.3 6.6 + 65 
Interest on Treasury Bills held by Dominion, Capitalized O.4 14 1.2 +14 
Exchange and Commission (c) 0.2 0.3 = 01 
Sinking Fund 0.2 0.2 0.3 + 0.3 
Total Debt Charges 218 2.9 2.9 2.9 3.3 3.9 5.3 6.6 7.9 8.2 | + 82 
Social Services 17 1.9 1.9 2.4 3.1 3.5 3.0 2.6 2:9, 3.0 + 32 
Education 3.8 3.4 3.8 3.8 4.0 4.Sm)] 4.5m} 2.9 2.6 3.1 + 30 
All Other (d) (ASS 4.5 5.0 6.5 eos 64 4.5 3.2 43 3.3 + 45 
Total Ordinary Expenditure 12.7 12.7 13.6 15.6 17.5 18.3 17.3 15.3 17.7 17.6 +18.9 
ORDINARY DEFICIT OR SURPLUS (Cash Basis) 1. 1.3 1.0 14 21 3.8 5.7 15 42 2.7 + 3.9 
ORDINARY DEFICIT OR SURPLUS—Cash Basis as per Public Accounts O1 o1 O1 or 0.5 3.8 5.8 0.6 27 09 + 2.3 
Increase or Decrease in Accounts Payable (e) o4 0.7 07 07 02 o4 
Amortization of Debt Discount (0.1) (0.1) (0.1) (0.1) Ot o1 0.2 02 03 03 + 0.3 
(1) Sum of Ordinary Deficit or Surplus, Increase or Decrease in 
Accounts Payable and Amortizationof Debt Discount 2.6 4.6 5.2 24 47 34 + 4.2 
(2) Increase or Decrease in Accounts Receivable (e) 1.0 1.8 18 z.2 1.7 05 
(3) Investments in or Withdrawals from Current Assets (e) 1.9 14 1.5 2.1 3.7 06 
i Net Capital Expenditures or Repayments 03 14 2.6 4.2 90 14.8 19.2 o1 02 09 
5) Relief Deficit (f) 07 15 12.5 60 13.6 99 + 8.0 
% Miscellaneous, Debt Discount, etc. _ 03 10 06 1.0 11 
7) Increase or Decrease in Sinking Fund Investment Account 0.9 0.6 02 O4 09 0.3 o1 o4 0.5 05 
INCREASE OR DEGREASE IN GROSS LIABS, TO PUBLIC, Sum of (1) to (7) 0.2 0.5 1.2 6.1() 12.3 21.1 37.5 9.4 21.6 14.7 +12,2 
Increase or Decrease in Sinking Funds 0.9 0.6 0.2 0.7 1.5 0.7 0.4 0.8 1.0 veil + 10 
INCREASE OR DECREASE IN DEBT OUTSTANDING wl 0.3 1.0 5.4 10.8 20.4 37.1 8.6 20.6 13.6 #11.2 
TOTAL DEBT OUTSTANDING 55 56. 57. 62. (| 73. 93 131. 140 149 169 183 
Liquid and Full Revenue Bearing Assets (g) 29. 29, 30. 36. 37. 42 S7. 60 60. 63. 62. 
NET DEBT 20. 27. 27. 26. 36. St, 74, 80. 89. 106. 121. 
Of Which: Fixed Assets 31. 32. 33. 36. 42 51 S4. S4 S4. S4 SS. 
: Portion of Other Loans and Investments which bore full 
interest during year 9. ae 8. 9. 8 3. 2. De ah 3. 7. 


(a) Dominion subsidy, interest receipts from School Lands Fund, Telephone Department, Power Commission, Saskatchewan Poo! Elevators and interest on investment of capital repayments. 

{b) Includes all liquor profits, net revenue from Superannuation Account and repayments on Deferred Charges Account other than on the 1930-37 relief items. In Ordinary Revenue as stated in the Public 
Frees tN tation tio ore excluded and only a portion of the liquor prohts for the years 1926-29 are included. Interest receipts from the Farm Loans board as shown in Ordinary Revenue in the 
Public Accounts include Interest for which capital advances were made to the Board by the Provincial Government. Such capitalized interest is here excluded from Ordinary Revenue. After 1930, 
when the Natural Resources were returned to the Province, the revenues from Natural Resources were in this compilation netted against the expenditure of the Natural Resources Department. 

(c) Including exchange (capitalized) charged to Deferred Charges during 1933-36 amount to $.4 mm. 

(4) Includes the following items which are not included in Ordinary Expenditures as stated in the Public Accounts; Deferred Charges other than expenditures on account of relief during the period 1930- 
1937, Superannuation Account deficit, deficit on account of the King’s Printer's Advance, and deficit on account of the Highways Warehouse Advance. 

(c) Prior to 1929 complete statements of accounts payable and accounts receivable are not given in the Public Accounts. The inclusion of all accounts payable in 1929 resulted in an increase of $1.97 mm. 
in Gross I-iabllities to the Public. The inclusion of all accounts receivable in 1929 resulted in an increase of $1.46 mm. in Current Assets. 

(0 Includes capitalized relief expenditures, receivables on account of relief and that portion of relief costs charged to Deferred Charges. 

(g) Includes Current Assets, School Lands Fund Investment, Loans to Saskatchewan Wheat Pool and Pool Elevators, the Investment in Telephones and the Saskatchewan Power Commission. 

(h) Includes special grants to cities for the construction and equipment of vocational schools of $449,114.85 and $239,185.21 respectively for the Bscal years 1930-31 and 1931-32, 
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BANK OF CANADA 
Ottawa, April 7th, 1937. 


REPORT ON THE FINANCIAL POSITION 
OF THE PROVINCE OF ALBERTA 


In response to an invitation from the Premier of Alberta, 
we undertook to make an examination of the financial posi- 
tion of the Province of Alberta. It was understood that the 
study would be similar in character to recent examinations 
of the financial positions of the provinces of Manitoba and 
Saskatchewan. ‘These examinations did not imply a detailed 
investigation of all departmental expenditures and revenues, 
but constituted a broad, general survey of the provinces’ 
positions and of the factors which were responsible for the 
present situation. 


We have found it necessary to give a brief outline of 
Alberta’s financial history from the time the province was 
created in 1905, as a background for an appraisal of current 
problems. The years from 1905 to the present, reviewed in 
relation to economic conditions in the province, may be 
divided into several parts with distinctive characteristics. 


In the text which follows, statistics are used as sparingly 
as possible; the salient figures will be found in summarized 
form following each section; more detailed statistics will be 
available if desired, in the form of supplementary mem- 
oranda. The short time which could be devoted to the 
examination of Alberta’s financial position, and the prepara- 
tion of this report, have not permitted the meticulous check- 
ing of statistical details which would otherwise have been 
desirable, but we have no hesitation in expressing the opinion 
that minor inaccuracies in the figures—if any exist—do not 
distort the picture or affect the general conclusions which we 
have reached. The figures which follow will, in all cases, 
relate to fiscal years unless otherwise stated. 
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Economic DEVELOPMENT (1905-30) 


Economic development has been greater in Alberta in 
the last three decades than in any other province. The ex- 
ploitation of the last virgin frontier in North America was 
carried out with great rapidity owing to the previous ex- 
perience of many of the settlers, the productivity of the 
country, the availability of capital, and the prompt provision 
of transportation and communication facilities and other 
aids. Ranching had early been displaced as the dominant 
industry by the rapid pre-war expansion of homesteading 
and grain farming, since the Alberta climate and soils proved 
particularly favourable to large yields. The war stimulated 
a tremendous increase in both grain and livestock production 
until the increase was checked by the dry cycle which com- 
menced in 1917 and ran through to 1921. Wheat acreage 
tripled between 1913 and 1921, and then remained for the 
next four years at about five million acres. The fall in prices 
and the relatively poor crops of the early twenties (with the 
notable exception of the 1923 harvest which averaged 28 
bushels to the acre throughout the province) checked ex- 
pansion in grain farming. It is an important element in the 
Alberta economy that the ratio of livestock and dairy pro- 
duction to grain production can vary within fairly wide 
limits, and relatively quickly, in response to market condi- 
tions. However, the United States Emergency Tariff of 
1921 on cattle proved a serious blow to that industry, and 
farmers turned to dairy and poultry products, which made 
moderate progress, largely as a result of improved grading 
and marketing arrangements. 


In addition to the advantage afforded by a certain de- 
gree of diversification in the agricultural industry, Alberta 
has the benefit of natural resources which are richer and 
more varied than those of the other Prairie Provinces. Fore- 
most are the huge coal reserves. Development of these pro- 
ceeded rapidly between 1910 and 1920, but in the first half 
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of the twenties the industry was handicapped by high costs 
of production, prolonged strikes, and limited markets. In 
so far as markets are concerned, geographical considerations, 
of course, constitute a continuing handicap. Oil and natural 
gas are also of importance, although during the twenties the 
oil developments failed to fulfil the high hopes held for them. 
Other natural resources include water power, timber, fish- 
eries, fur and game. The last three, combined with the 
mountain scenery, are perhaps chiefly valuable as tourist at- 
tractions. Finally, the availability of cheap power from 
water, coal, oil and gas gave a sound foundation for the de- 
velopment of secondary industries engaged in processing 
agricultural and other local products. In the early twenties, 
progress in these secondary industries and in the construc- 
tion industry was disappointing, but the pause proved to be 
temporary only. 


The last half of the twenties saw an expansion. of 40 per 
cent in wheat acreage, and increased yields and prices raised 
gross income substantially more. ‘The livestock and dairy 
industries receded, for although prices were higher than in 
the previous period, productive efforts were diverted by the 
greater attractions of grain growing. Following a period of 
stagnation, development of the Peace River area went ahead 
apace under the stimulus of reduced freight rates. A small 
sugar beet industry in southern Alberta was successfully 
established. It was hoped that irrigation, which had been 
extended rapidly in the middle twenties, would make pro- 
duction on irrigated areas largely independent of variations 
in rainfall, and would prove an important element in stabi- 
lizing agricultural income. Natural gas production expanded 
rapidly, and coal and petroleum moderately. Lumber pro- 
duction tripled, reflecting the boom which was taking place 
in the construction industry. Electric power output nearly 
doubled. The tourist trade became an important provincial 
industry. Similar evidence of rapid and profitable expansion 
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can be drawn from the statistics of increased consumption. 
Only in Saskatchewan was there more economic progress, 
and Alberta’s growth was more diversified and secure than 
that in the sister province. 


FINANCIAL History (1905-22) 


The policies pursued from the time the province was 
created (1905) until the year 1922, had a profound effect 
on the financial position of the Government of Alberta. 
The roots of many of Alberta’s present problems were de- 
veloped during this period. Only the exceptionally rapid 
economic progress of the time can account for the fact that 
extravagant governmental expenditures, direct and indirect, 
were allowed to proceed on such a scale and to last so long 


as they did. 


Almost immediately after the formation of the pro- 
vince, ambitious telephone and railway policies were 
launched.. Poor judgment, loose administration and over- 
expansion were to make both utility ventures costly. 


Alberta was the first Canadian government to enter the 
telephone business. Construction began in 1906. It was not 
limited to long distance lines and urban exchanges which 
have proved self-supporting, but was immediately extended 
to rural lines. The original rural rate schedules were cal- 
culated to cover the costs of operation and maintenance 
only, without any allowance for capital charges; in fact, and 
in spite of any subsequent increases, rural earnings were not 
even sufficient to provide full maintenance charges for that 
part of the development. In 1908 the Bell system was pur- 
chased, and additional construction was rapidly pushed, until 
checked in 1915 by the exigencies of the war. By this time 
some $9 millions had been invested, but for the next three 
years expenditures were small. In 1919 rates which had been 
stated to be lower than in Saskatchewan or Manitoba were 
raised about one-third. After an investigation it was re- 


4 


ported that the provision for maintenance and depreciation 
was entirely inadequate, and further increases of 20 per cent 
and 25 per cent in exchange and toll rates respectively were 
recommended. A telephone tax was proposed on all lands 
adjoining rural party lines, which would be sufficient to ser- 
vice and amortize the capital debt. This measure would 
have provided more adequate and stable revenues, as it did 
in fact in Saskatchewan. Failing this, an increase of 100 per 
cent in rural rates was recommended. No action was taken 
in spite of the increasing costs of construction and operation, 
and the high cost of new and refunding loans. An extrava- 
gant construction programme was launched to meet the ac- 
cumulated demand deferred by the war, and in the immed- 
iate post-war period of high prices and high interest rates an 
additional $9 millions was spent, approximately, half in rural 
lines. Heavy losses were suffered in connection with in- 
ventories accumulated at high prices, and the system, bur- 
dened with greatly increased fixed charges, entered a period 
of temporary economic stagnation which was reflected in 
declining revenues. By 1922, the telephone policy had ac- 
counted for some $21 millions of the provincial debt. About 
$9 millions of that sum might then properly have been writ- 

ten off as a total loss, or classed as a subsidy to rural telephone 
users and an aid to colonization. 


The railway policy promised to be even more disastrous 
financially. In order to stimulate railway construction and 
encourage settlement, the government guaranteed numerous 
railway debenture issues. The first guarantee was that of 
$7.4 millions Alberta and Great Waterways Railway bonds 
in 1909. The virtually unanimous support given to the tele- 
phone policy and the general principle of railway assistance 
was conspicuously absent in the case of the Alberta and 
Great Waterways guarantee, which was bitterly attacked as 
one which was not calculated to serve the public interest. 
Within three years of that time, more than $44 millions of 
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guaranteed securities were authorized to finance the con- 
struction of 3,000 miles of line, and of the total authorized, 
$39.6 millions were actually issued. Guaranteed debentures 
of the Canadian Northern and the Grand Trunk Pacific 
Railways accounted for $22.5 millions, and, fortunately for 
the province, these companies were later absorbed in the 
Canadian National system. ‘The interest on the remaining 
$17.1 millions guaranteed bonds of the Alberta and Great 
Waterways Railway, Edmonton Dunvegan and British 
Columbia Railway, and Lacombe and North Western Rail- 
way had to be met by the province directly or through ad- 
vances. In addition, large capital advances were made to 
these companies, and to the Central Canada Railway, to 
complete construction and to keep them in operation. The 
cumulative cost to the province of the interest paid by it on 
the $17 millions guaranteed obligations, and of the capital 
advances made, reached $15 millions by the end of 1922. 


Other factors contributed to the accumulation of a 
heavy debt burden by the province in the early years of its 
existence. Highway construction proved expensive, relative 
to the other Prairie Provinces. The topography of the pro- 
vince required a large investment in grading, levelling and 
bridges, and in construction across wide, barren areas in 
order to link together the scattered settled regions. A\I- 
though the province avoided the farm loan enterprises, which 
Manitoba and Saskatchewan both found so expensive, owing 
to difficulty in securing money at rates which made it pos- 
sible to reloan advantageously, an alternative policy of guar- 
anteeing short term agricultural loans was adopted. ‘The 
guarantee was a favourite device in Alberta financing, and 
frequently resulted in concealing the real costs, which it 
only temporarily deferred. By 1922, $7 millions of guaran- 
teed agricultural loans were outstanding in connection with 
the Livestock Encouragement Act, the Co-operative Rural 
Credit Act, and various seed grain and relief Acts. The 
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province had eventually to implement virtually all of these 
guarantees, and subsequent repayments scarcely equalled the 
carrying charges. There were also $4 millions of guaranteed 
University of Alberta bonds then outstanding, which were 
subsequently directly assumed by the province. 


In 1922, a new irrigation policy had just been inaugu- 
rated, and the full extent of the lability incurred was not yet 
realized. Following the 1917-21 sequence of dry years, a 
number of irrigation districts were formed in the dry areas 
which had been opened up by the Dominion in the immediate 
pre-war years. Upon failure to finance the necessary cap- 
ital works privately, a limited provincial guarantee was se- 
cured, but this also proved unacceptable to investors, and in 
1921 a full provincial guarantee was granted to bond issues 
for approved projects. By far the most important was that 
given a $5.4 millions bond issue of the Lethbridge Northern 
Irrigation District in 1921. Other guarantees (which have 
since had to be met), totalling $1.1 millions, were out- 
standing at the end of 1922. 


Finally, from 1905 to 1922, Alberta almost always failed 
to raise sufficient revenues to mect its expenditures on current 
account. For a long time, the theory was maintained that 
the province should finance itself entirely from Dominion 
subsidies, the sale of licences, miscellaneous fines and fees, 
and limited taxation on railways and corporations. It was 
frequently stated that Alberta citizens, and particularly Al- 
berta farmers, should not be expected to contribute directly 
to the provincial government. However, mounting social 
service costs (Alberta had long been a pioneer in the pro- 
vision of state medical services) and the increase in expen- 
ditures caused by the war and higher prices, forced some 
modification of this theory. In 1918, when the accumu- 
lated deficit on revenue account had reached $372 millions 
(excluding interest payments under guarantees, which were 
charged to capital) a general land tax, known as the supple- 
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mentary revenue tax, and a mine owners’ tax on coal tonnage, 
were imposed. Certain taxes, mostly of more limited ap- 
plication, already existed, the chief being railway, bank, in- 
surance company and other corporation taxes; succession 
duties; a land tax for educational purposes, which was a sub- 
stitute for the municipal school levy in areas where school 
districts had not been organized; an amusements tax which 
had been imposed in 1916; a “wild lands” tax of 1 per cent of 
the assessment which was designed to discourage the idle 
speculative holding of land; and the unusual 5 per cent “un- 
earned increment” tax which, inspired by single tax theories 
of the day, was levied on the increased value of land at the 
time of sale. The Alberta Assessment, which became the 
basis for the general land tax, was relatively low (less than 
in Manitoba, and 40 per cent of that in Saskatchewan) so 
even under the new taxation the burden in Alberta was then, 
and remained throughout most of the twenties, as low as in 
Saskatchewan, a lightly taxed province whose public debt 
and fixed charges were very much smaller than those of 


Alberta. 


The new taxation, and highly prosperous economic 
conditions, produced small revenue surpluses in 1919 and 
1920 (disregarding implemented guarantees) but $2 millions 
deficits occurred in both 1921 and 1922. 


By the end of 1922, Alberta had a direct and guaranteed 
debt (on which it was already paying interest or for which 
it was later to become liable) which was some 50 per cent 
larger than in the much older province of Manitoba, and 
more than twice as large as that of Saskatchewan though 
Saskatchewan had a 30 per cent larger population. Sub- 
stantially more than half the Alberta total represented ac- 
cumulated losses and deficits, or so-called assets which were 
proving a constant drain. 


Alberta Saskatchewan Manitoba 
(millions of dollars) RAR 2 2 el ZOAVGR 2 RDVilg22 


Direct liabilities 74 55 73 


Guarantees, subsequently 
implemented 30 2 2 


Less cash, securities, sink- 
ing funds and school 
lands funds 9 18 II 


TOTAL 95 39 64 


Population, 1922 (in thou- 
sands) 592 771 616 


A particularly vulnerable feature of the Alberta debt 
should be mentioned. In 1917, Alberta initiated the policy 
of selling savings certificates which were payable on demand. 
Originally sold to yield 5 per cent compound interest, and 
altered in 1921 to 5 per cent simple interest, and with ad- 
ministration costs of less than one-fifth of 1 per cent, they 
provided funds at a somewhat lower rate than was then avail- 
able in the bond market, a comparison of rates which took 
no account of the fact that the certificates constituted demand 
liabilities. No reserve was set up to meet any sudden demand 
for redemption. As the sales were vigorously pushed, and 
the total outstanding steadily grew (to $4% millions in 
1922), a constant threat to the cash position and solvency of 
the province existed. 


A further weakness lay in the inadequate sinking fund 
provision of one-half of 1 per cent. In 1922, the total sink- 
ing fund did not even equal the accumulated bond discount 
account, for the amortization of which no provision was 
being made. 


The sharp depression of 1921-22, and the following 
few years in which the Alberta economy marked time, 
brought to an end this first phase of the province’s financial 
history. 


To summarize, we find that the policies pursued in the 
ambitious and extravagant 1905-22 period resulted in the 
accumulation of a heavy dead weight debt, and that no ad- 
equate effort was made to put the government and various 
government enterprises on a self-supporting basis, in spite of 
the favourable opportunity presented by the general prosper- 
ity. Alberta consequently entered the following period 
under a handicap which was certain to create problems for 
the future, unless a determined effort was made to reduce 


debt. 


FISCAL YEARS 1922-1930 


(Approximate calendar years 1922-1929, since in 1928 Al- 
berta changed from a fiscal year ending December 31 to 
one ending March 31) 


Following the sharp depression of 1921, the Alberta 
economy experienced several years of indifferent progress, 
with actual recession occurring in some fields. “This was a 
new experience for the province. The government met the 
situation by reducing the somewhat inflated general expen- 
ditures, and by curtailing capital expansion. For three con- 
secutive years, expenditures, with the exception of public 
debt charges, were reduced on every service. ‘The total 
reduction in controllable ordinary expenditures between 1921 
and 1925 was $1 million, but the previous commitments in 
connection with the telephone system, the railway guarantees, 
the University guarantees, the irrigation districts, and the 
1919-21 seed loan and other agricultural loan guarantees, 
added nearly $2 millions to the annual fixed charges in the 
same period. 
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The former policy of financing by guarantees was dis- 
continued entirely in the case of relief, seed, and livestock 
loans, on which heavy losses had been suffered, and in con- 
nection with which there had been many abuses. Small 
additional guarantees were made for irrigation districts and 
rural co-operative credit societies. The guaranteed Uni- 
versity bonds were refunded with direct provincial obliga- 
tions which could be sold on more favourable terms. 


A further step in putting the provincial finances on a 
sounder basis was a complete revision of the accounting and 
auditing systems, which had formerly been grossly inefficient, 
and which were replaced by a system which has since stood, 
in many respects, as a model in Canadian public finance. 


An effort was also made in 1922 to increase revenues 
by raising amusement, corporation and mine owners’ taxes, 
and by imposing a gasoline tax of 2 cents a gallon. An in- 
come tax was then considered also, but no action was taken. 


The combined efforts to increase revenues and reduce 
expenditures were insufhcient to balance the budget until 
the sharp upward trend of economic progress was resumed 
in 1925. Following the improvement in general conditions, 
and the resulting buoyancy of revenues, there was some 
premature relaxation in the policy of retrenchment, parti- 
cularly in connection with public health and highway expen- 
ditures. In addition, a reassessment of land values was made 
which lowered the total provincial assessment, and conse- 
quently the supplementary revenue tax based on it, by about 
27 per cent. ‘There was also a reduction in the amusements 
tax, but on the other hand the gasoline tax was raised from 2 
to 3 cents in 1927, to help finance the increasing highway 
expenditures. 


The years 1925 to 1929 were exceptionally prosperous, 
but the tax system was extremely limited in scope, and the 
level was said in Alberta budget speeches to be lower than in 
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any province west of Quebec. It failed to produce any 
material surpluses for debt retirement. ‘The only exception 
was in the fiscal year 1928-29, when revenues were under- 
estimated by $2 millions, thus yielding a $12 millions surplus 
before allowance for interest on guarantees and debt discount 
which the province capitalized. (In only one year during 
the 1922-30 period did Alberta have a real surplus on current 
account, when allowance is made for the items which were 
capitalized and should have been charged to ordinary rev- 
enue.) The sudden revenue increase in 1928-29 was due to 
unexpectedly large receipts from gasoline taxation, auto- 
mobile licences, and liquor profits. It was these sources, in 
fact, which accounted for virtually all of the expansion in 
provincial revenues during the twenties, and in the years 
1925 to 1929, when both gross and net values of agricultural 
production were two, and on occasion three, times their 
values in 1921 and 1922, total provincial land taxation was 
actually less than in 1921-22. ‘Total provincial taxation of 
all kinds, excluding the gasoline tax, was less per capita in 
1929 than in 1921. ‘The province could scarcely have ex- 
pected a more favourable opportunity than that presented in 
the years 1925-29 to recoup itself from the rural areas for 
some of the large expenditures made on them. The op- 
portunity was allowed to pass, and no reduction in the dead 


weight debt took place. 


The provincial finances received substantial aid from 
another source, however. Railway debenture guarantees of 
$17 millions, on which the province was paying the interest, 
were still outstanding, and in addition large sums had to be 
advanced annually to meet operating deficits or finance ad- 
ditional construction. In 1928, the Lacombe and North- 
western Railway was sold to the Canadian Pacific Railway 
for $14 millions in cash and assumption of the $270,000 
guaranteed obligation. In 1929, advantage was taken of the 
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competition between the Canadian Pacific Railway and the 
Canadian National Railway systems to sell to them jointly 
all the remaining railway properties of the government. A 
total of $15,580,000 was to be paid in cash in three instal- 
ments in 1929, 1933 and 1939. In addition, the purchasers 
assumed $9,420,000 of provincially guaranteed railway se- 
curities. The province was left with $7,400,000 guaranteed 
securities, which it assumed directly, and a cumulative lia- 
bility on account of interest and capital advances of $17 mil- 
lions, after crediting the amount accruing from the sale. 
Thus a venture which had cost the province in cash ad- 
vances and carrying charges an average of $3 millions a year 
during the twenties, was converted to a residual liability of 
$24% millions, costing approximately $174 millions a year 
to carry. 


The province was not so successful in cutting its losses 
on its other major guarantee, the Lethbridge Northern Ir- 
rigation District. From the first, the settlers proved unable 
to meet the carrying charges. Many of the settlers proved 
unsuitable, and the fixed charges per acre were far too high in 
relation to the type of farming attempted. In an effort to 
salvage its guarantee, the province, after having a survey con- 
ducted by an expert, was drawn into active operation of the 
district to an increasing extent. By 1930, the guarantees (on 
which the province had to pay the full amount of the in- 
terest) and advances (including interest advanced to the dis- 
trict) totalled $8 millions. The district was still far from 
able to contribute anything to its capital charges, and a com- 
mission investigation was made in that year. 


To summarize the position at the end of the 1929-30 
fiscal year, on the brink of the depression, the province had 
succeeded through the remarkably advantageous sale of its 
railways in bringing its net debt down to the figures of 1922. 
But as we have previously noted, the 1922 position was a 
most unsatisfactory one, and the opportunity had not been 
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taken in the years of prosperity to retire any portion of the 
net debt. It is true that the mere maintenance of its position, 
judged by standards then prevailing, was a creditable feat, 
but the 1922 position had been so unfavourable in itself and 
so seriously out of line with that in other provinces that 
there is little excuse for the failure to take more determined 
steps to correct it. 


The following table summarizes the salient financial 
statistics of the period: 
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TABLE A 
ALBERTA PUBLIC FINANCES* 
(1922, 1925-30) 


During Fiscal Years Ending 


31st December 3lst March 


(Millions of Dollars) 1922 1925 1926 1928 1929 | 1930 
(15Mths.) 


ORDINARY REVENUE (Cash Basis) 


Fixed Revenue (a) 3.3 3.7 3.9 5.9 4.0 4.2 
Tax Revenue 3.2 4.2 3.9 4.6 4.7 5.6 
Other Ordinary Revenue (b) 3.8 4.7 5.1 7.9 7.8 7.0 
Total Ordinary Revenue 10.3 12.6 12.9 18.4 16.5 16.8 
ORDINARY EXPENDITURE (Acc’ting Basis) 
Interest (c) 4.5 5.9 6.1 8.5 6.5 6.0 
Exchange on Interest and Debt Management cy wu 1 ot ei 1 
Amortization of Debt Discount (d) yh Al 1 2 it 1 
Education 2.4 2.2 2.2 2.9 2.6 2.6 
Social Services (excluding Education) ii) 1.4 16 2.2 2.0 2.7 
Other Ordinary Expenditure (e) 4.6 3.8 3.9 4.9 4.1 4.9 
Total Ordinary Expenditure (excl.Skg.Fd.) 12.8 | 13.4 | 14.0 | 18.8 15.4 | 16.4 
Increase or Decrease in Net Income Assets = 4 4 os 8 6 
(1) ORDINARY SURPLUS OR DEFICIT 
(before S.F.) 2.5 4 1.5 4 3 1.0 
(2) SINKING FUND CONTRIBUTIONS (h) 2 3 ai) 6 
(3) INVESTMENTS IN OR WITHDRAWALS 
FROM CURRENT ASSETS 4 5 2.1 8 8 1.3 
CAPITAL AND SPECIAL EXPENDITURE 
OR RECEIPTS (i) 
Special Investment Fund wd 4 1.6 2.2 AZ 1.8 
Fully Self-Supporting Loans and Utility 
Investments (k) 4 ~ A 2 7 11.9 
Fixed Assets (Highways and Other Public 
Works) a2 2.0 2.3 2.5 3.6 4,7 
Other Loans and Investments (Agric. etc.) 9 3 6 3 3 5 
Capital Losses (Net Discount, Exchange, etc.) 3.9 6 cA sl Reta Mf 26.1 


Unemployment and Agricultural Relief - 


(4) Total Capital and Special Expenditures 


or Receipts 7.5 5.0 8.2 

INCREASE OR DECREASE IN GROSS DEBT 
i.e. sum of (1) to (4) 10.3 4.4 7.3 

Increase or Decrease in Sinking and Special 
Investment Funds - yy 2.6 

INCREASE OR DECREASE IN TOTAL 
DEBT OUTSTANDING 10.3 2.2 9.9 
As at End of Fiscal Year 

TOTAL DEBT OUTSTANDING (t) 102 115 120 125 127 117 
Active Assets (x) 27 29 rai 29 29 43 
TOTAL NET DEBT 75 86 93 96 98 74 
Of Which: Fixed Assets (z) 27 31 33 36 39 44 


: Portion of Other Loans and 
Investments which bore full 
interest during the year 3 4 4 4 4 3 
*For notes see table in Appendix. 
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FISCAL YEARS 1931-1937 


(Approximate calendar years 1930-1936) 
Economic DEVELOPMENT. 


The depression hit Alberta severely. During the three 
worst years, 1931-32-33, the gross value of all production, 
according to the Dominion Bureau of Statistics, was 45 per 
cent below that of 1929, and the net value 35 per cent lower. 


The deflation was not as acute in Alberta as in the other 
prairie provinces. In Manitoba, gross production fell 48 
per cent and net 44 per cent, and in Saskatchewan the de- 
clines were 61 per cent and 58 per cent respectively, from 
1929 to the 1931-32-33 average. Still more striking 1s a 
comparison with the 1921-22 period. While 1931-32-33 
production in Alberta was retained at the 1921-22 level, in 
Manitoba it reached only three-quarters and in Saskatchewan 
one-half of the comparable figures. 


The more limited incidence of the drought enabled 
Alberta agriculture to make a comparatively better showing, 
and the greater diversity of natural resources proved highly 
advantageous. Alberta wheat production, which averaged 
less than half that in Saskatchewan throughout the twenties, 
rose to four-fifths of the Saskatchewan total in the thirties, 
and in 1931 actually exceeded it. In 1931 the value of 
Alberta field crops exceeded the total in Manitoba and Sas- 
katchewan combined; in 1920, it had been only 40 per cent 
of it. The improved relative position of Alberta was in part 
due to the more steeply rising secular trend, which became 
more evident as time went on. The value of field crops in 
Alberta remained about or above the boom rg15 figure 
throughout the depression, whereas Saskatchewan sank to 
one-third its 1915 level, and Manitoba to between one-third 
and one-half. 
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In the south eastern corner of the province, the full 
intensity of the drought which ravaged Saskatchewan was 
experienced, and in 1936 the dried-out area was greatly ex- 
tended and included virtually all the southern wheat lands. 
Even more serious than the effect of the drought on the 
wheat crop was the loss of feed. The ranches had become 
overstocked as a result of unfavourable market conditions, 
and the shortage of feed caused heavy expenditures and 
serious losses. In the northern agricultural areas, and in the 
Peace River Valley, crops were consistently good (although 
an early frost in 1935 ruined the harvest) and it is due to 
these northern areas that the average Alberta yield per acre 
was six bushels higher than in Saskatchewan throughout the 
thirties. 


A few special crops, of which the most notable was sugar 
beets, increased in both volume and value. The irrigated 
lands on which the sugar beets were grown also proved suit- 
able for the production of vegetables, and they provided the 
basis for small but expanding sugar refining and canning 
industries. 


Low grain prices now diverted farming to the produc- 
tion of dairy products, and although prices of such products 
were also far from favourable, the volume of production 
increased steadily. Hog production in the north increased, 
partly under the stimulus of the Ottawa Agreements, and 
Alberta marketings rose from one-quarter to one-third of the 
total for the Dominion as a whole. The cattle ranchers in 
the south, however, were hard hit by the continued low 
prices until the United States entered the market In 1935 and 
1936. Unfortunately, the improvement in price was ac- 


companied by distinctly higher feed costs due to drought 
conditions. 


Mining, manufacturing and construction industries suf- 
fered in common with those in the rest of Canada, but a few 
bright spots appeared. Natural gas production expanded, 


and in 1936 progress was made in the development of promis- 
ing crude oil resources. The salt deposits in the north, and 
the McMurray tar sands, also developed encouraging poss- 
ibilities. The most advantageous development of Alberta’s 
varied resources will require, of course, a substantial capital 
investment. Radium, gold and silver discoveries in the 
North West Territories, and the prospecting, developmental 
and transport activities on the Mackenzie, were of direct ad- 
vantage to the province since that area, although outside the 
province, was tributary to it. “There was a major shift in the 
distribution of provincial income from the south to the north 
which took place during the depression. 


It is true that many of these developments were, and 
still are, of relatively small production value, but the expen- 
ditures in connection with their development, and the fact 
that even during the worst of the depression there were some 
small industries which were expanding, were important fac- 
tors in the provincial economy. Without minimizing the 
severity of the decline in Alberta, the province was less ad- 
versely affected than the other Prairie Provinces. 


FISCAL YEARS 1931-1936 
(Approximate calendar years 1930-1935) 


FINANCES. 


Alberta entered the depression with the largest outstand- 
ing debt of any province except Ontario, and had the highest 
fixed charges in relation to its revenues in Canada. The 
causes of this, as we have outlined, were the extravagant ex- 
penditures of the 1905-22 period, followed by the failure to 
reduce debt during the subsequent prosperous years. (Only 
the fortunate sale of the railways in 1929 avoided fixed 
charges and necessary expenditures of approximately one- 
third more.) The high proportion of fixed charges, of 
course, made Alberta’s total expenditures less susceptible of 
control than the expenditures of other provinces. 
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Revenues dropped $4 millions, or 25 per cent, between 
1929-30 and 1931-32, the chief factors being declines of $1 
million in land tax collections, $% million in succession 
duties, $% million in the gasoline tax, $% million in auto- 
mobile licences, $4 million in telephone earnings, and $1 
million in liquor profits. During this period, there were no 
increases in taxation; on the contrary, automobile licence 
fees were reduced for the fiscal year 1932. 


During the same period, ordinary expenditures rose $2 % 
millions, interest and exchange accounting for $174 millions 
of the increase. Old age pensions and highway maintenance 
accounted for the balance. No marked retrenchment took 
place in any general expenditures, although in 1931-32, when 
revenues were falling alarmingly, a successful effort was made 
to keep expenditures within the estimates, and a moderate 
deduction (subsequently doubled) was made from civil 
service salaries. In that year, however, revenues fell $ 5 mil- 
lions short of the estimated receipts, and the situation became 
critical. 


The mounting debt charges were in part due to an ex- 
tensive capital expansion programme, in part to a large 
amount of refunding which had to be done under unfavour- 
able market conditions, and in minor part to exchange pre- 
miums payable on United States funds. Capital expenditures 
on highways, and on a smaller scale on other assets, were ap- 
proximately double the average of the late twenties, and were 
not curtailed until 1932. In the two first years of the depres- 
sion, this programme accounted for approximately $12 mil- 
lions of the increase in provincial debt. An additional debt 
increase of $5’ millions was caused by the necessity of im- 
plementing the guarantee of the bank loan to the Alberta 
Wheat Pool. (This debt increase was offset by a claim 
against the Pool for an equal amount and has since proved 
self-supporting.) In the fiscal years 1931 and 1932 the pro- 
vince sold $30 millions of securities in order to finance its 
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current deficits and capital programme, and, in addition, had 
to refund $31 millions of maturing obligations. “Two-thirds 
of the $61 millions total was marketed in the second year, 
and much of it had to be placed at disadvantageous rates, in 
two cases as high as 67% per cent. 


Another cash drain on the province during this period 
arose from the redemption of $24 millions of savings certi- 
cates. ‘The amount outstanding had grown to $12 millions 
at the end of the 1930 fiscal year, in spite of an interest re- 
duction from 4% per cent to 4 per cent in 1927. In 1925, 
a special investment fund had been created from surplus 
capital funds, partly in order to anticipate sinking fund pur- 
chases in a rising market, and partly as a reserve against the 
savings certificates. At the end of the fiscal year 1930 this 
fund amounted to $8% millions, but it was reduced by $3 
millions in the next two years in order to redeem savings 
certificates and for general expenditures. In 1932-33, an 
important change was made in the savings certificates plan, 
and term certificates of one, two and three years were in- 
troduced. An attempt was made by establishing interest 
rate differentials favourable to the term certificates to trans- 
fer as many as possible from the demand category, and thus 
reduce the extent of the sudden demand for redemption 
which might be made at any time. 


At the beginning of the 1933 fiscal year, an effort was 
made to increase revenues and reduce expenditures substan- 
tially. Automobile licences and amusements taxes were re- 
stored to their previous levels. Corporation taxes were in- 
creased, in general by 10 per cent. Succession duties were 
raised, and the exemptions narrowed, although this particular 
act was subsequently declared ultra vires. The most 1m- 
portant measure was the introduction of an income tax, start- 
ing at $750 (single) and $1,500 (married) as in Saskat- 
chewan, but with a lower scale of rates. 


20 


Ordinary expenditures were reduced, particularly in the 
Department of Public Works, but part of the advantage was 
lost as debt charges again increased. Capital expenditures on 
highways and public buildings were cut sharply from a figure 
that had certainly been excessive in the previous year to one 
that was possibly too low in several instances. 


At this time an additional strain was thrown on the pro- 
vincial finances by the losses of the telephone system and the 
continued deficits of the Lethbridge Northern Irrigation 
District. 


The rural lines had proved a constant drain on the 
telephone system. During the late twenties, the exchanges 
and toll lines succeeded in earning enough to carry the rural 
lines, and the system as a whole paid its operating and capital 
costs, including depreciation and sinking funds. In the 
thirties, however, the rural plant had fallen into such a state 
of physical deterioration, and the number of subscribers fell 
so startlingly, that the government was forced to examine the 
whole situation. The Barker Report in 1934 indicated that the 
investment in the rural lines had been dead weight debt, and 
that $42 millions would be required to rehabilitate the sys- 
tem and continue operation. The province chose to cut its 
losses and has since sold its rural lines at nominal prices to 
mutual companies consisting of present subscribers, or has 
scrapped them. The cost of the policy of providing rural 
Alberta with interest-free telephone service now totals nearly 
$20 millions, including the compound interest which has had 
to be supplied by the rest of the telephone system or by 
the province, and involves an annual carrying charge of 
nearly $1 million. The balance of the system has operated 
at a loss in recent years before making any provision for 
depreciation, but over the last twelve years as a whole it has 
been fully self-supporting. The reserves it would have had 
to carry it through the trough of the depression were ab- 
sorbed, of course, in the deficits of the rural lines. 
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The Wilson Report on the Lethbridge Northern Irri- 
gation District in 1930 recommended a substantial reduction 
in the water right charges per acre. Following implement- 
ation of this recommendation, an effort was made to intro- 
duce more suitable farming methods and to concentrate on 
beet sugar, fodder, and vegetable crops. During the suc- 
ceeding period it again proved impossible to carry even the 
reduced charges, and following a moratorium from 1934 to 
1936, the Ewing Commission re-examined the situation. 
Further reductions in the charges, to one-third of the origin- 
al liability, were decided on. Up to the present time the 
cost to the province of the district has been approximately 
$11 millions, offset to some extent by assets estimated at $2 
millions. 


In 1933-34 the budget-balancing efforts of the previous 
year were continued, and additional reductions were made in 
current expenditures on education and in maintenance and 
capital expenditures on public works. The gasoline tax was 
raised from 5 to 6 cents (with a 5 cent exemption for farm 
use). Revenues were increased from the 1931-32 low, and 
expenditures reduced from the 1931-32 high, reducing the 
deficit from $514 millions to $2 millions. Capital expen- 
ditures had virtually ceased, but the provincial share of relief 
expenditures continued to add to the debt. 


In the seven fiscal years 1931-37, the net relief expen- 
ditures (i. e., gross expenditures less repayments) of all 
governments in Alberta was $40 millions. ‘The province's 
share of this expenditure was $18.8 millions, of which it 
financed $4.3 millions itself and borrowed the balance, $14 
millions, from the Dominion. In addition, the province 
borrowed $2.7 millions from the Dominion, which was re- 
loaned to municipalities, and added to $4.7 millions supplied 
by the municipalities from their own resources made a total 
of municipal relief expenditures of $7.4 millions. ‘The bal- 
ance of the cost of relief, $13.8 millions, was borne by the 
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Dominion directly, so that the Dominion has supplied, either 
directly or by loan, $31 millions of the $40 millions required. 


Of the $40 millions total expenditure, some $22 millions | 


was on direct relief (approximately $4. millions of this being 


in rural areas, and the balance in towns and Cities), $12 mil- — 


lions on relief works, and nearly $6 millions on agricultural 


relief. 


The annual total relief expenditures (less repayments) 
reached a peak of $6.7 millions in 1931-32, declined nearly 
$2 millions in the next two years, and have since increased 
to a new peak of $7.5 millions in the fiscal year just ended. 
The proportion actually paid by the province from year 
to year is more difficult to summarize, owing to large re- 
imbursements made by the Dominion to the province in 
1935-36 which were applicable to prior years. At the 
end of the year 1935-36, the amount actually paid on 
relief account during the preceding six years from the pro- 
vince’s own resources was $2.4 millions, and the amount 
which the province had borrowed from the Dominion for 
its own relief expenditures, and to reloan to municipalities, 
was $16.2 millions. In the 1936-37 year, the province sup- 
plied $1.9 millions itself and borrowed $1 million from the 
Dominion; municipalities supplied $1.3 millions, and the 
Dominion $3.3 millions (in addition to its loans), making up 
the total of $7.5 millions. 


Up to the end of 1936-37, total relief expenditures in 
Alberta have been less than in the other prairie provinces 
($40 millions in Alberta, $110 millions in Saskatchewan, 
$53 millions in Manitoba), yet the proportion supplied in 
cash from their own resources by provincial and municipal 
governments together has been no greater than in the other 
two provinces. All three have contributed between one- 


fourth and one-fifth. 
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The Dominion grant-in-aid is in effect transferred to the 
cities for direct relief. The city scales of relief, and their 
total expenditure, appear to be relatively higher than in other 
prairie centres. A growth in the number of “‘transients’’ 
has been a factor in the steady increase in the cost of relief in 
the cities at a time when general conditions are definitely 
improving in many sections of the province. 


Agricultural relief has been on a much smaller scale than 
in Saskatchewan, owing to the restricted area of severe 
drought. It has been the policy to provide funds to cover 
the total cost of farm operation when farmers were unable to 
finance themselves. While the financial burden of this 
policy has not been as great as in Saskatchewan, it 1s open to 
the same criticism as a frequently discriminatory and re- 
trograde measure. ‘There is a fundamental difference bet- 
ween a government’s responsibility to provide a minimum 
subsistence when necessary, and to provide the prime costs 
for the normal operation of business. The Dominion is now 
providing the full costs of relief in the Alberta dried-out 
areas as in Saskatchewan, and has assisted in the transfer of 
families from the worst of the drought area to new locations 
in the north. 


Increased taxation and improved conditions increased 
revenues $3 millions from the low point in 1931-32 to 1935- 
36. During the same period debt charges rose $1 million, 
and all other current expenditures, except relief, were re- 
duced $2 millions. The current deficit was brought down 
from $5'% millions to $1% millions. Capital expenditures 
had been reduced to between $1 and $2 millions annually, 
but the province’s share of relief costs had risen steadily to 
nearly $5 millions in 1935-36. 


Public borrowing virtually ceased after a sterling issue 
in 1932 which involved a serious exchange loss. The cash 
requirements from 1931-32 to 1935-36 were met by borrow- 
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ing $15 millions from the Dominion for relief, by the $5 
millions railway sale installment in 1933, by a bank loan and 
overdraft of nearly $6 millions secured by the 1939 railway 
sale installment, by the sale of $374 millions of securities 
from the special investment fund, and in 1934-35 by an in- 
crease of $1% millions in savings certificates sold (offset the 
next year by the redemption of an equal amount). 


By the summer of 1935 Alberta had largely exhausted 
its liquid and realizable assets in order to meet its chronic 
cash deficiencies, and when a run on the savings certificates 
took place in August, 1935, the necessary funds were not 
available. 


Much of the damage had been done by the failure to 
make the necessary adjustments in the 1931 and 1932 fiscal 
years. When retrenchment was commenced in 1932-33, 
it was severe (although certainly no more so than in Sas- 
katchewan and Manitoba), and the efforts to increase rev- 
enues were, if not as great as in Manitoba, ona par with those 
in Saskatchewan. However, it should also be noted that the 
depression struck Alberta somewhat less severely than Man- 
itoba, and much less forcibly than Saskatchewan. 


FISCAL YEAR 1936-1937 
AND ESTIMATES 1937-1938 


The situation which developed in 1935 made it impos- 
sible for Alberta to borrow in the public market. As a 
result, it became necessary to provide for all current and 
capital expenditures from the province’s own resources. 
The Dominion was empowered in case of need to advance all 
actual requirements for relief purposes. 


The budget brought down in March, 1936, undertook 
to meet this problem in some measure by raising taxation. 
Expenditures were estimated at $18.6 millions on current 
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account (including $1.5 millions for direct relief and $200, 
ooo for bridge replacements as ordinary expenditures for the 
first time), and a net amount of $2.6 millions on capital ac- 
count (including $900,000 for agricultural relief). 


To provide the necessary $21.2 millions (of which 
nearly $1 million was sinking funds appropriation and $2.4 
millions relief) a 2 per cent sales tax was imposed, the income 
tax rates were raised, and the supplementary revenue (land) 
tax was renamed the social revenue tax and the rate increased 
from 2 to 3 mills. It was proposed to spend all the increased 
receipts from the social service tax on care for tubercular 
patients and on an additional contribution to Mothers’ Allow- 
ances, thus relieving the municipalities to some extent. ‘The 
automobile licence year was altered with the expected result 
of a reduction in revenue of $600,000 in 1936-37, but it 
was intended to offset about half this amount by broadening 
the definition of taxable gasoline, and by other minor 
changes. The Wild Lands Tax, which had become of negli- 


gible importance, was repealed. 


In spite of an anticipated $374 millions increase in rev- 
enues from the new taxation, an overall deficit of $2.5 millions 
was forecast. It was decided as a matter of policy that the 
debt should not be increased, and that advantage should not 
be taken of the opportunity to borrow from the Dominion 
for relief requirements. It was proposed to meet the estimated 
deficit by an arbitrary reduction in the contractual interest 
rate on outstanding bonded indebtedness. On May 31, 1936, 
interest rates on all Alberta funded debt and savings certi- 
ficates, with the exception of the Alberta Great Waterways 
Railway bonds, were cut 50 per cent (provided the reduction 
did not bring them below 2 per cent). A saving of $2.9 
millions, less $200,000 reduced earnings on Alberta bonds 
held in the provincial sinking and special investment funds, 
in 1936-37, and one of $3.4 millions ($3.2 millions net) in 
1937-38, Is anticipated. 
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We have noted that redemption of savings certificates 
was suspended in August, 1935. On April 1, 1936, $3.2 
millions maturing 6 per cent bonds, and on November 1, 
1936, $174 millions 6 per cent bonds could not be met, and 
they remained outstanding on a half interest basis. 


The final results of operations in the fiscal year 1936-37 
are not yet available, but the following estimates are based on 
the latest information furnished us by the Alberta Govern- 
ment. Revenues fell below expectations, owing largely to 
the fact that the sales tax brought in only half of the $2 mil- 
lions estimated. This was in part due to a continuous in- 
crease in the number of exemptions throughout the year. 
The anticipated increase of $250,000 in the Dominion sub- 
sidy did not materialize, since the Alberta population failed 
to cross the qualifying line of 800,000. There was also some 
expansion in expenditures, particularly on highway mainten- 
ance and construction. Nevertheless, a surplus on current 
account of $2.4 millions was realized after provision for pay- 
ment of half interest on provincial debt, subsequent to May 


31 O30. 


To this surplus of $2.4 millions 
was added 
from the sale of investments .9 
from the superannuation and 
sinking funds 6 
from cash balances 1.7 
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making available a total of 5.6 


From these available funds 


accrued interest liabilities of .8 “ were paid off 
} and 
capital expenditures of Leahey i apLavidedi tor 


leaving 5 


Relief costs totalled 2.9 millions and 
bonds and savings certificates 
of 1.6  “ were redeemed; 
leaving a deficiency of 1090. ah whichewas 
borrowed from 
the Dominion. 


It is interesting to note that had the total relief require- 
ments been borrowed from the Dominion, as in Manitoba 
and Saskatchewan, and had no debt retirements been made, 
$3.5 millions would have been available to pay the $2.9 mil- 
lions (or $2.7 millions net) interest on which default took 
place. Put in another way, the reduction in interest pay- 
ments by the province resulted in less borrowing from the 
Dominion to finance relief, and permitted some reduction in 
outstanding debt, but was not necessary to meet the total 
current and capital expenditures including payment of in- 
terest at the full rate. 


The estimates for 1937-38 are based on the expectation 
of a substantial increase in bank, railway, insurance and other 
corporation taxes, a reduction in the numerous sales tax ex- 
emptions, and higher profits from liquor sales. Increased 
expenditures are anticipated in virtually every department, 
but particularly on highways ($600,000 more on revenue 
and capital accounts combined than in 1935-36), and on 
public health services. ‘There is unquestionably pressing 
need for some expansion in expenditures for the care of the 
insane and seriously ill. Education shows a moderate in- 
crease, but as we have noted in the cases of Manitoba and 
Saskatchewan also, education in general and the rural school 
teacher in particular have been forced to bear a dispropor- 


tionate share of governmental economies during the depres- 
sion. 
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The 1937-38 estimates anticipate a surplus 
- on current account of $3.9 millions 

and from the sale of investments and 

borrowings from the superannuation 


fund Aa ae 
making available a total of AS 

Of these available funds capital expen- 
ditures are estimated to require Get 
leaving Pansy hy 
Relief costs are estimated at 26a 


In addition it is intended to redeem savings 
certificates to the amount of la: 
which is the overall 
deficit to be financed. 
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The interest reduction in 1937-38 from the contract 
rates will be $3.4 millions (or, after allowing for the effect 
on sinking fund earnings, $3.2 millions net). If Alberta 
followed the practice of Manitoba and Saskatchewan and 
borrowed its estimated full relief costs of $2.6 millions from 
the Dominion, and at the same time undertook to pay its 
contractual interest, there would on the estimates be a deficit 
of $600,000 in the 1937-38 fiscal year. 


During this year Alberta taxation will be on approxi- 
mately the same level as that in Manitoba and in Saskatch- 
ewan. It would appear that Alberta expenditures, other 
than debt charges, will be somewhat higher (although not to 
any marked extent) than comparable expenditures in Sas- 
katchewan and Manitoba. 


While differences in degree exist between the financial 
position of the three prairie provinces, they are not of fund- 
amental importance. If Alberta were now paying full bond 
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interest, its financial position would be somewhat worse than 
that of Manitoba, and somewhat better than that of Sas- 
katchewan. 


The following tables summarize the financial statistics 
of 1931-38 and the relief statistics of the depression years. 
As an appendix to the report, we attach a summary of Al- 
berta public finances for the year 1922 and the years 1925-38 
inclusive. 
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ALBERTA PUBLIC FINANCES® 


TABLE B 


(1931-38) 
Fiscal Years Ending 31st March 
(Galliions tot Dellave) 1931 1932 1933 1934 1935 1936 1937 1938 
Estimated |Estimated 
ORDINARY REVENUE (Cash Basis) 
Fixed Revenue (a) 4.8 4.5 4.8 5.0 46 4.6 3.74 8.8+ 
Tax Revenue 4.9 4.0 5.1 43 5.1 5.6 18+ 8.7 
Other Ordinary Revenue (b) 6.1 4.2 43 49 5.3 5.6 63F 12+ 
Total Ordinary Revenue 158 12.7 147 147 15.0 157 e+ | 192+ 
ORDINARY EXPENDITURE (Accounting Basis) 
Interest (c) 6.7 13 7.8 8 8.2 8.4 bt 49+ 
Exchange on Interest and Debt Management cz 4 A 2 1 A 1¢ AF 
Amortization of Debt Discount (d) a 2 2 2 2 2 2+ 2F 
Education 3.0 2.6 2.5 2.6 23 25 + 25+ 
Social Services (excluding Education) 2.7 2.9 24 24 2.5 2.6 Es 3.05 
Other Ordinary Expenditure (e) 54 5.2 41 37 3.7 3.8 At 4.65 
Total Ordinary Expenditure (excluding Sinking Fund) 18.0 18.6 74 17.0 17.0 17.6 15,24 15.34 
Increase or Decrease in Net Income Assets 8 3 a 4 a 2 -t -+ 
(1) ORDINARY SURPLUS OR DEFICIT (before Sinking Fund) 1.4 5.6 2.6 1.9 2.7 17 24+ 3.94 
(2) SINKING FUND CONTRIBUTIONS (bh) 8 8 8 8 cc} 8 = = 
(3) INVESTMENTS IN OR WITHDRAWALS FROM CURRENT ASSETS - 17 2.2 4 - 8 17+ + 
CAPITAL AND SPECIAL EXPENDITURE OR RECEIPTS (i) 
Special Investment Fund 14 18 13 8 ET 8 a+ B+ 
Fully Self-Supporting Loans & Utility Investments (k) 6 5.9 3 5.3 4 2 2F = 
Fixed Assets (Highways and Other Public Works) 61 3.5 1 4 1.0 15 1.2F 1.6 
Other Loans and Investments (Agricultural, etc.) - 1 3 4 Fl 2 -+ -t 
Capital Losses (Net Discount, Exchange, etc.) 7 1.0 28 4 8 3 -F 2t 
Unemployment and Agricultural Relief 13 2.6 3.0 29 4.0 48 2.94 2.64 
(4) Total Capital and Special Expenditure or Receipts 7.3 11.3 5.2 24 4.6 5.2 3.24 4.04 
INCREASE OR DECREASE IN GROSS DEBT i.e, sum of (1) to (4) 9.5 19.4 6.4 7 8.1 8.5 + 
Increase or Decrease in Sinking & Special Investment Funds 5 6 - 3 3 2 bE 
INCREASE OR DECREASE IN TOTAL DEBT OUTSTANDING (t) 10.0 20.0 6.4 4 7.2 8.3 4 
As at End of Fiscal Years 
TOTAL DEBT OUTSTANDING (t) 127 147 163 164 161 169 169+ 169+ 
Active Assets (x) 44 51 49 44 43 43 424 424 
TOTAL NET DEBT “33 “96 04 10 118 126 174 | 1274 
Of Which: Fixed Assets (z) 51 56 56 57 58 61 63+ 5+ 
: Portion of Other Loans and Investments which bore 
full interest during the year 2 1 1 1 = 1 1t ser 


*For notes see table in Appendix. 
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SUMMARY AND CONCLUSIONS 


1. In appraising the present financial situation of the Pro- 
vince of Alberta, we found that special emphasis must be 
placed on the events of the years 1905-22. In 1922, after 
Alberta had been in existence for 17 years, the province's 
debt (including guarantees, subsequently implemented) was 
approximately $95 millions. This debt was over twice as 
large as that of Saskatchewan in the same year, and 50 per 
cent larger than that of the much older province of Manitoba. 
Substantially more than half of the Alberta total represented 
accumulated losses and deficits, and so-called assets which, 
in fact, were proving a constant drain. After making full 
allowance for the rapid economic development of the new 
province, and the legitimate cost of facilities provided by the 
government to aid and stimulate this development, it remains 
the case—in our opinion—that the 1905-22 period was charac- 
terized by waste, loose administration, and incurrence of debt 
to an extent which could not be justified even when allow- 
ance is made for the optimistic spirit of the times. 


2. During the fiscal years 1923-30—on the whole a period 
of prosperity for all three Prairie Provinces—the Alberta 
government did not take the opportunity to improve its 
financial position; in fact, a deterioration would have taken 
place had it not been for the fact that the province was suc- 
cessful in selling its railways to the Canadian Pacific Railway 
and the Canadian National Railways in 1928 and 1929. In 
doing so, the province realized a substantial loss, but was fort- 
unate in getting out of a venture which had cost, on the aver- 
age, $3 millions per annum in cash advances and carrying 
charges during the twenties. The province was left with a re- 
sidual liability of $2414 millions, involving interest charges of 
approximately $174 millions a year. The advantageous sale 
of the railways enabled the province to regain its 1922 po- 
sition in respect to net debt. As we have previously noted, 
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the 1922 position was such a poor one that the necessity for 
an improvement should have been recognized at that time. 
The opportunity afforded by the years of prosperity was 
allowed to pass, and in only one year during this period 
would Alberta have had a real surplus on current account if 
allowance is made for the items which were capitalized in- 
stead of being charged to ordinary expenditure, where they 


belonged. 


3. During the six fiscal years 1931-36, the net outstand- 
ing liabilities of the province increased by some $52 millions. 
Of this increase, approximately $16 millions was accounted 
for by deficits on current account, $13 millions by expen- 
ditures on fixed assets such as roads, bridges, buildings, ir- 
rigation, etc., and $19 millions by relief and relief works 
(including relief expenditures capitalized as public works). 
About half of the net increase took place during the first two 
years of the period, when capital expenditures were being 
continued on a substantial scale, and no marked retrenchment 
in ordinary expenditures was taking place. Moreover, debt 
charges were substantially increased during these two years, 
partly because of new borrowings to finance the capital ex- 
penditures and current deficits, and partly because of the 
large amount of refunding which had to be done under un- 
favourable market conditions. 


It was not until the 1933 fiscal year that a strong effort 
was made to increase revenues and reduce expenditures. 
These efforts were continued in the following years with the 
result that revenues in 1935-36 were $3 millions above the 
low point in 1931-32, and ordinary expenditures—except on 
relief—were $1 million lower, in spite of an increase of $1 
million in debt charges. The current deficit was brought 
down from $54 millions to $134 millions. Capital expen- 
ditures were substantially reduced, but the province’s share 
of relief costs was mounting. 
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Of the 1931-36 period as a whole, it may be said that 
delay in effecting the adjustments made necessary by the 
depression was responsible for a substantial increase in debt 
and debt charges. When measures of retrenchment were 
applied they were severe, but, even so, it was not possible to 
balance the budget on current account, much less provide 
for the province’s share of relief costs. 


4. The budget for the 1936-37 fiscal year contained pro- 
visions for a substantial increase in taxation. “The main in- 
novation was the imposition of a 2 per cent sales tax. Income 
tax rates were raised, and the rate of the supplementary 
revenue (land) tax—renamed the social service tax—was in- 
creased from 2 to 3 mills. In May of 1936 the government 
decided that after May 31 interest due on Alberta’s bonds 
(with the exception of bonds of the Alberta and Great 
Waterways Railway) would be paid at one-half the con- 
tractual rates, provided the reduction did not involve a rate 
lower than 2 per cent. The combined effect of reducing in- 
terest payments ($2.9 millions) and increasing revenues ($1.9 
millions) was approximately $4,800,000. While final fig- 
ures are not yet available, we estimate that in the 1936-37 year 
the province covered all its current and capital expenditures, 
redeemed $1,600,000 of debt, and also provided funds to 
meet some two-thirds of its share of relief costs. The figures 
will be found in greater detail in the text of our report. 


5. The estimates for 1937-38 visualize a substantial in- 
crease in bank, railway, insurance and other corporation 
taxes, a reduction in numerous sales tax exemptions, and 
higher profits from liquor sales. Revenues are expected to 
increase by $3,500,000 as compared with the 1935-36 fiscal 
year, and the full budgetary effect of lower interest pay- 
ments will be experienced, the reduction being approximately 
$3,400,000. 
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The 1937-38 estimates 
anticipate a surplus on current account of $3.9 millions 
and from the sale of investments and bor- 
rowings from the superannuation fund 4 “ 


making available a total of Vie TO 
Of these available funds capital expendi- 
tures and capital losses are estimated to re- 
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Relief costs are estimated at PMS Miyp 


In addition, it is intended to redeem savings 
certificates to the amount of ange 


which is the overall deficit 
to be financed. 


Attention should be drawn to the determined effort to 
increase revenues during the fiscal year which has just ended 
and that which is now beginning. We are of the opinion 
that the scale of taxation in Alberta in 1937-38 will be ap- 
proximately the same as in the other Prairie Provinces, and 
we are not prepared to say that a further increase in taxation 
would be practical or desirable under existing conditions. 
The amount of the increased revenues which is being utilized 
for additional expenditures on ordinary account may be, 
estimated at $1.2 millions compared with 1935-36. As in 
the case of the provinces of Manitoba and Saskatchewan, we 
are prepared to say that expenditures could not be kept down 
to the low point of the depression years and that some in- 
creases were inevitable. Education and health services have 
to be maintained, and attention must be paid to the pre- 
servation of the road system. The appropriations for the 
first two mentioned services are still on the low side. On the 
other hand, it appears to us that the amount provided for 
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capital expenditures on roads, bridges and equipment in the 
1937-38 estimates must be considered rather large, if the 
exigencies of the present financial situation are borne in mind, 
and we are inclined to think that the programme is relatively 
a more extensive one than is being undertaken by either 
Manitoba or Saskatchewan. 


6. Inexamining the financial position of Alberta, we have 
endeavoured to give full weight to the earlier factors which 
were largely responsible for the acute problems confronting 
the government and the people of the province. A not 
inconsiderable portion of the public debt represents money 
wasted in the earlier years of the province’s existence. That 
portion of the debt is to-day a dead weight. But the pro- 
vince must necessarily accept responsibility for its own mis- 
takes. 


Another portion of the debt arises from the relief ex- 
penditures of recent years, or from the deficits for which 
crop failures, low agricultural prices and resultant reduced 
revenues are in part responsible. 


7. The fact that the extent of the burden then existing 
was not realized before the depression set in must be ascribed 
to the rapid development of the Alberta economy. No pro- 
vince expanded more quickly in terms of volume and value 
of production or in population than did Alberta between 
1905 and 1930. ‘The severity of the decline in value of pro- 
duction subsequent to 1930 involved a heavy strain on pro- 
vincial finances. While it is the case that Alberta entered 
the depression in a less favourable financial position than 
Manitoba and Saskatchewan, it must also be noted that the 
depression did not affect Alberta quite as severely as it did 
the other Prairie Provinces. Even so, the situation has been 
extremely difficult, and there is no doubt that the people of 
Alberta have their full share of the problems which are 
present, in varying degree, throughout the Canadian eco- 
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nomy. The existence of fundamental problems, and the 
need for a thorough examination of the situation, were re- 
cognized by the Prime Minister, the Right Hon. W. L. 
Mackenzie King, in his announcement of the intention to 
appoint a Royal Commission of Enquiry. 


8. In our reports on the financial positions of the pro- 
vinces of Manitoba and Saskatchewan, we expressed the 
opinion that the Dominion Government would be justified 
in extending temporary financial aid, pending the report of 
the Commission referred to above. 


As regards Alberta, we must note, in the first instance, 
that the decision of the government to pay only 50 per cent 
of the interest due on bond issues and savings certificates has 
had a major effect on the budgetary position and on the 
amount of the province’s cash requirements. Yet we cannot 
report on the financial position of Alberta without expressing 
regret that this repudiation of interest liabilities should have 
taken place. ‘There are legal and moral reasons for the ful- 
filment of contracts, but, leaving these entirely out of con- 
sideration (although we do not minimize their importance) 
we believe that self-interest alone should have induced AI- 
berta to fulfil its contractual liabilities in respect of interest. 
Default produces a lack of confidence which is not confined 
to prospective buyers of government bonds. It has its re- 
percussions on the investment of capital in enterprise, and 
hampers economic development. In due course the govern- 
ment revenues are bound to be adversely affected by such a 
situation. If it were thought that Alberta was permanently 
on the downgrade, that the era of expansion had ended, and 
that the government would have little or no occasion in 
future to provide the additional facilities which are needed 
by a growing and prosperous community, there are some 
who might claim that the loss of credit standing was of no 
great importance. We could not subscribe to any such 
pessimistic view of the future of Alberta. It is, therefore, 
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our opinion that a situation which involves impairment or 
destruction of Alberta’s credit standing also involves an in- 
direct cost to the province far exceeding the immediate pecu- 
niary advantage gained. 


Whatever opinion may be held in regard to the non- 
payment of interest at contractual rates, the fact remains that 
this is the policy which has been adopted and is in effect. And 
our report on the present financial position of the province 
is necessarily based on the revenues and expenditures now 
included in the budget. 


Recognizing that an examination of Alberta’s problems 
—along with those of other sections of the country—awaits 
the creation of the Royal Commission, is there need of or 
justification for temporary financial aid from the Dominion 
pending the Commission’s report? Our recommendations in 
this respect are based on the following opinions: — 


(1) We believe that the scale of taxation in Alberta— 
as proposed for the fiscal year 1937-38—will ap- 
proximately equal the scale of taxation in Saskat- 
chewan and Manitoba during the same period. 


(2") We believe that the budget appropriations for 
1937-38 will enable the Alberta government to 
operate their departments and provide public services 
on a scale at least as high as that which will be in 
effect in the other Prairie Provinces. 


(3) The revenues and capital receipts anticipated 
for 1937-38 will be sufficient to cover all ordinary 
expenditures, all capital expenditures and the pro- 
vince’s share of unemployment relief costs. (The 
Dominion Government, of course, has contributed 
and will no doubt continue to contribute substantial 
amounts to cover its share of unemployment and 
agricultural relief.) The budget visualizes a cash 
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(4) 


deficit of approximately $1,200,000 due to the pro- 
posed redemption of provincial savings certificates. 


With a scale of taxation no higher, and a scale of 
expenditure no lower than in Manitoba and Sas- 
katchewan in 1937-38, Alberta expects to balance 
its budget on all accounts (ordinary capital and 
relief) with the exception of debt retirement. Our 
recommendation of Dominion Government assist- 
ance in the cases of Manitoba and Saskatchewan was 
based on urgent needs of those provinces for cash 
during the time required for the examination which 
will be conducted by the Royal Commission. If 
Alberta were now paying full interest on its obli- 
gations, the province in 1937-38 would presumably 
have to borrow its full share of unemployment relief 
from the Dominion, and on the basis of budgetary 
estimates (not including debt retirement) would 
have a cash shortage of about $600,000. Its position 
would be a little worse than that of Manitoba, but 
distinctly better than that of Saskatchewan, and a 
claim for assistance would, no doubt, be considered 
in the light of these facts. It is the case, however, 
that Alberta’s budgetary position differs materially 
from that of the other provinces, by reason of the 
fact that interest payments have been reduced by 50 
per cent, or $3,400,000, and, other things being 
equal, its cash requirements have been reduced by 
the same amount. We can only deal with the sit- 
uation as it is—not as it might have been in other 
circumstances. We find that Alberta can main- 
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tain its governmental services on as favourable a 
basis as Manitoba or Saskatchewan without receipt 
of additional assistance, and we therefore see no 
basis for recommending that temporary financial aid 
should be extended by the Dominion Government. 


For THe BANK oF CANADA 


(Sed.) G. F. Towrrs 


Governor 
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APPENDIX 
ALBERTA PUBLIC FINANCES 


The following statistics have been compiled {rom the Public Accounts and from information furnished by the Government Departments. 
Necessary adjustments have been made to place them on a comparable basis during the period under review. 
(Millions of Dollars) 
During Fiscal Years Ending 


31st December 31st March 
1922, | 1925/1926 | 1928) 1929, | 1930 | 1931 ] 1932] 1933] 4934] a9as ] a0ae 1937 | 1938 
| (15 Mths.) Est. Bst. 
ORDINARY REVENUE (Cash Basis) 
Fixed Revenue (a) 3.3 3.9 5.9 4.0 4.2 48 | 45 48 | 5.0 46 4.6 3.74 
Tax Revenue 3.2 3.9 46 47 5.6 49 | 4.0 51 48 5.1 5.5 16+ 
Other Ordinary Reyenue (b) 3.8 51 7.9 18 7.0 61 | 42 48 4.9 5.3 5.6 635 
Total Ordinary Revenue 10.3 729 | 184 | 165 | 168 | 158 | 127 147 | 147 | 150 | 157 | 17.64 
ORDINARY EXPENDITURE (Accounting Basis) 
Interest (c) 4.5 5.9 61 8.5 6.5 6.0 67 18 8.0 8.2 54+ 
Exchange on Interest and Debt Management Al = a1 cal al al Ak 4 B al At 
Amortization of Debt Discount (d) a al a 2 a a 1 2 2 2 2 
Education 24 2.2 2.2 2.9 2.6 26 3.0 2.5 25 23 252 
Social Services (excluding Education) 11 14 1.6 2.2 2.0 27 27 24 24 2.5 2.95 
Other Ordinary Expenditure (e) 46 3.8 3.9 4.9 41 4.9 5.4 41 3.7 37 415 
Total Ordinary Expenditure (excluding Sinking Fund) 128 | 134 | 140 | 188 | 154 | 164 | 180 | 186 | 174 | 170 | 17.0 15.2+ | 15.34 
Increase or Decrease in Net Income Assets - 4 4 - 8 6 8 3 a 4 a -¥ £ 
(1) ORDINARY SURPLUS OR DEFICIT (before Sinking Fund) 25 4 15 4 8 1.0 14 | 56 2.6 1.9 27 2.44 
(2) SINKING FUND CONTRIBUTIONS (h) 2 3 4 6 5 6 8 8 8 8 8 — = 
(3) INVESTMENTS IN OR WITHDRAWALS FROM CURRENT ASSETS| 1 5 24 8 8 1.3 - | Ww 2.2 A = 17+ -+ 
CAPITAL AND SPECIAL EXPENDITURES OR RECEIPTS (i) 
Special Investment Fund 2 a 1.6 AB || aug 18 14 | 18 1.3 a) a 8 T+ 
Pully Self-Supporting Loans and Utility Investments (k) 4 - 2 2 7.| 119 6 | 5.9 3 5.3 4 2 2t 
Fixed Assets (Highways and Other Public Works) 3.2 2.0 2.3 25 3.6 4.7 61 | 35 1 4 1.0 1.5 12+ 
Other Loans and Investments (Agricultural, ete.) 9 3 6 3 3 6 = a 3 4 A 2 = 
Capital Losses (Net Discount, Exchange, etc.) 3.2 6 3.3 17 “ 26.1 a 1.0 28 4 8 3 =e 
Unemployment and Agricultural Relief = = = - - - 13 | 26 3.0 29 4.0 4.8 2.94 
(4) Total Capital and Special Expenditures or Receipts 7.5 24 68 6.3 5.0 8.2 7.3 | 11.3 52 24 4.6 5.2 3.24 
INCREASE OR DECREASE IN GROSS DEBT (i.e. sum of (1) to (4)) 10.3 3.6 6.6 8.4 44 7.3 95 | 19.4 6.4 7 8.1 85 ot 
Increase or Decrease in Sinking and Special Investment Funds = 4 24 31 2.2 2.6 5 6 - 3 ) 2 b+ 
INCREASE OR DECREASE IN TOTAL DEBT OUTSTANDING (t) 10.3 32 45 5.0 2.2 99 | 10.0 | 20.0 64 4 7.2 8.3 At 
As at End of Fiscal Year 
TOTAL DEBT OUTSTANDING (t) } 102 115 120 125 127 417 127 ]147— 453 154 161 169 169 + Jee + 
Active Assets (x) 27 29 27 29 29 43 44 | a1 49 44 43 43 42 E] 42 + 
TOTAL NET DEBT | 75 86 93 96 98 74 83 | 96 | 104 110 118 126 427 + |127 + 
Of Which: Fixed Assets (z) | 27 31 33 36 39 44 51 |5c | 56 37 58 61 63 =] 65 + 
: Portion of Other Loans and Investments which 
bore full interest during the year 3 4 4 4 4 3 A: || 3 1 1 - 1 1+] 1+ 


(3) Consists of Dominion Subsidy ind interest from the Special Investment Fund, Fully Self-Supporting Loans, Government Telephones and School Lands Fund Investments. 

(b) Includes operating surplus of Government Telephones, or operating deficit (as a deduction). These operating results ace after depreciation in the years 1926-32 inclusive. For purposes of comparison ex- 
penditures arising from the return of the Natural Resources in 1930 are not shown in line (e) and are deducted in this line from the corresponding revenue, Civil service salary deductions have here been 
eliminated from revenue and net salaries only are included in expenditure. 

(c) Includes any interest paid on guaranteed railway debentures and interest on the guaranteed bonds of che Lethbridge Northern Irrigation District. 

(d) This item shows the amount which on a proper amortization basis would each year be transferred from Debt Discount Account to Ordinary Deficit Account. 

(c) Includes operating expenses of the Lethbridge Northern Irrigation District. See also Note (b). 

(h) Includes contributions by the Lethbridge Northern Irrigation District to the sinking fund established against its guaranteed bonds. : .- yy 

(i) Any guarantee of obligations which has later to be implemented or on which interest has to be paid by the province is here treated as a direct provincial expenditure in the year in which the guarantes is given. 

(k) Expenditure on rural party telephone lines, or, as defined in Note (i) above, upon railways, is included in Capital Losses below. , “eee : 

(0) Consists of total direct liabilities plus all guaranteed obligations which had later to be met or upon Which interest was paid by the province, with all relevant sinking funds, (including that contributed by 
the Government Telephones, advances to which have not been correspondingly written down), and the Special Investment Fund deducted. co ; : 

(x) Consists of Current Assets, Fully Self-Supporting Loans, Utility Investments as indicated in Note (k) above, and School Lands Fund Investments for which the province incurred no direct liability. 

(Z) Includes assets corresponding to certain parts of the province's share of Relief Works expenditure. 
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SUPPLEMENT 
COMPARATIVE SUMMARY OF THE PUBLIC FINANCES OF MANITOBA, SASKATCHEWAN AND ALBERTA 
The following table is a consolidation of the three Appendix Tables previously given, Certain minor changes in classification have been made to facilitate comparison but the total figures, for debt increase, are unchanged. In the case of Manitoba and Saskatchewan, figures for 1922 are added. 


(Millions of Dollars) 
During Fiscal Years (x) Ending in: 


1922 1926 1927 1928 1929 1930 1931 1932 1933 1934 1935 1936 1937 
Man. Sask. Alta. |) Man. Sask. Alta. |Man, Sask. Alta. |Man. Sask. Alta. |Man, Sask. Alta. | Man. Sask. Alta. | Man. Sask. Alta. | Man. Sask. Alta.| Man. Sask. Alta.| Man. Sask. Alta. | Man. Sask. Alta. | Man. Sask. Alta. | yy.) Beta tel Ate 
(Mths) imi) 
ORDINARY REVENUE 
Fixed Revenue® 21 3.1 3.3 24 3.1 3.7 2.8 34 3.9 2.9 3.5 5.9 3.1 3.5 | 4.0 3.1 3.6 42 | 3.7 2.7 4.8 3.6 4 45 | 37 48 | 48 | 3.8 43 | 5.0 36 | 48 46 | 37 | 48 | 46 B+ 
Tax Revenue 2.7 4.0 3.2 4.3 4.2 4.2 4.6 41 3.9 3.9 3.6 4.6 44 49 | 4.7 6.2 44 5.6 5.2 4.0 49 41 3.5 40 | 54 46 | 51 | 72 46 48 72) 46 | 61 } 73 | 62 | 56 ¥ 
Other Ordinary Reyenue* 2.3 5.5 3.8 4.0 6.5 47 41 65 Bl 44 15 7.9 47 86 | 7.8 5.2 14 7.0 4.9 62 61 3.8 4.0 4.2 3. 44 | 48 | 34 4.0 49 37 | 421 53 | 34 | 49 | 56 a 
—— Total Ordinary Revenue 74 |126 |103 |] 107 |138 |126 |115 |140 |129 | 112 | 146 | 184 | 122 | 170 | 165 | 145 | 164 | 168 | 138 | 145 | 158 | 11.5 | 11.6 | 127 | 122 | 138 | 14.7 | 144 | 134 | 147 | 145 | 13.5 | 15.0 | 144 | 14.9 | 15.7 | 142+ | 15.0+ | 17.64 
ORDINARY EXPENDITURE 
Interest* 2.9 2.3 4.5 4.0 2.8 5.9 3.9 2.9 61 3.9 219 8.5 4.0 29 | 65 4.3 3.3 6.0 44 39 | 6.7 5.0 51 13 | 6.7 61 | 78] 5.9 7.0 | 8.0 59] 77] 82) 59] 78 | 84 19+ | 64+ 
Exchange (on Interest) and Debt Management® = = at - - = = = a = 5 ry = = 3| o = St S D S| 2 2 ra’ 3 3 zi st S| 2 = = at = ry sk —t| az 
Amortization of Debt Discount* - a a - a a - Bt a = el 2 a a a a at a a Bt a a 2 2 = 3 2 - 2 2 3 3 3 2 3 2 3E| 25 
Education 16 3.0 24 21 3.8 22 21 3.4 2.2 2.2 3.8 2.9 24 38 | 26 24 4.0 2.6 2.5 45° | 3,0 24 45°) 26 21 2.9 25 | 19 25 | 26 17 2.6 |) aie || Sh |) BG 3.0+| 2.54 
Social Services 15 16 11 1.6 17 14 19 1.9 1.6 19 1.9 2.2 25 24 2.0 3.1 31 27 3.0 3.5 27 || 29 3.0 2.9 25 2.6 24 | 25 27 | 24 27 | 29 27 | 30 | 26 3.24 | 2.9F 
Other Ordinary Expenditure® 2.5 58 4.6 27 44 3.8 27 4.5 3.9 3.1 5.0 4.9 3.4 65 | 41 3.7 TL 4.9 43 6.4 54 38 | 45 52 | 3.6 92) | eA | ee 1a | 813 | (87 31 4.3 Wi) fehl) Bat eS 454 | 415 
-Total Ordinary Expenditure (before Sinking Fund) a4 |128 | 12e || 104 |12e |1a4 | 106 | i28 | 140 | 111 | 137 | 188 | 124 | 187 | 154 | 126 | 176 | 164 | 143 | 184 | 180 | 144 | 175 | 186 | 142 | 153 | 174] 138 | 15.8] 17.0 | 137 | 17.8 | 17.0 | 138 | 17.6 | 176 | 1374) 1894 | 16.24 
Net Adjustment for Accruals* - - 5 4 - 4 4 = 4 8 5 14 6 a it 8 6 2.5 3 a 15 al Gl ee) 4 3 15 a 2 a 3 2+ = 
ORDINARY DEFICIT OR SURPLUS (before Sinking Fund) ie. (1)+(2)+(3) 1.3 2) |) 26) 8 1.0 4 ) 1.2 1.5 3 9 4 2 1.3 3 4 | 36 1.0 4 | 28 14 | 23 | 34 | 66) 1.9 = || 26 A || gall vO 5 | 28] 27 Si) BS che 3+] 39+] 244 
(3)--SINKING FUND CONTRIBUTIONS a 1 2 2 - 3 2 - 4 2 - 2 - 5 2 - 6 2 - 8 2 - 8 - 2 8 3 2 8 3 2 8 3 3 8 3t| 3+] - 
(6)--INVESTMENTS IN OR WITHDRAWALS FROM CURRENT ASSETS* 7 a 18 5 6 241 8 3 8 8 cH) || sky 1) 1.4, - 39) || 15 17 <8) | 24 22] 10) 13 A Z| 18.7, - a 6 8 7 
CAPITAL AND SPECIAL EXPENDITURES OR RECEIPTS 
Fully Self-Supporting Loans and Utility Investments (z) 6 2 9 Bl 2 18 13 24 14 24 1.7 13.7 2:3 8 4.1 2 16 2 6.2 1 Ast |) 2 1.0 5 
Fixed Assets (Highways and other Public Works) 23 2.6 3:2 8 6} 20 11 8 2.3 18 2.8 2.5 29 3.8 3.6 31 9.9 47 3,3 | 16.1 6.1 3.5 2 5 a rr 16: 4 - 3f| 1.0 a] 414 us 
Other Loans and Investments (Agricultural etc.) 25 2 1 3 2 6 a 3 5 3 4 5 8 - 1 12 x o 5 s S ai 3 4 a ; 
Net of Discount, Exchange, etc. and Capital Losses - 32 5 6 2 3.3 a a7 2 a a - | 261 48° 3 A 1.0 1.8 6 Fi $ 2 K 4 = 
Unemployment and Agricultuaral Reliet* &l 6 15 13 26 | 32 | 60 | 30) 26] 61 2.9 45| 136] 40) 46] 99] 48] 47+) 8.0+ 
(7)--TOTAL CAPITAL AND SPECIAL EXPENDITURES OR RECEIPTS 64 | 26 | 7.5 17 6 | 24 15 | 68 | 29 | 28 63 | 5.0 38 | 5.0 | 53 | 106 a2 | 22 | 169 | 7.3 11.3] 66] 7.1 52] 23] 7.5 24 36| 149| 46) 19) 124] 52 3.24 
INCREASE OR DECREASE IN GROSS DEBT ie. (4)+(5)+(6)+(7) 6.1 37 | 10.3 7 2 3.6 1.4 3 | 66 | 26 1.2 8.1 5.3 6.1] 44] 59 | 123 | 7.3 62 | 21.1 9.5 194] 77 | 94| 64] 1.3] 102 7 41} 216) 8.1 i ey a6 azt saz oe 
Increase or Decrease in Sinking Fund (z) 2 6 - 14 3 4 11 Gi [pez 17 2 3.1 17 Gl) Be 1.5 15 2.6 6 wi 5 6 8 8 - 7 12 3 17 10 9 d 1 2 SE 
INCREASE OR DECREASE IN TOTAL DEBT OUTSTANDING 5.9 3.2 | 10.3 || 24 14 3.2 3 3 | 46 3 1.0 5.0 3.6 64 | 22] 44] 108 | 9.9 5.6 | 204 | 100 | 11.8 | 37.1 | 200] 69] 86] 64 6| 90 4 24| 206] 7.2| 26 | 136) 83 | 27+{ 12+] 4+ 
As at Fiscal Year-Bnd (x) in: 
TOTAL DEBT OUTSTANDING* 73 53 | 102 71 55 [115 72 56 | 120 73 87 | 125 76 62 | 127 81 73 | 117 | 86 93 | 127 os | 131 | 147 | 105 | 140 | 153 | 105 | 149 | 154 | 108 | 169 | 161 wD ‘8 ‘ mp + a a fee t 
Active Assets* 32 27 27 33 29 29 36 29 27 35 30 29 36 36 29 39 37 43 | 44 42 4 44 57 61 44 60 49 42 60 44 43 63 43 4 ales De Be Ife 2 
TOTAL NET DEBT* 41 26 75 38 26 86 37 27 93 38 27 96 40 26 98 42 36 4 | 42 51 83 54 74 96 61 go | 104 63 89 | 110 S ioe 18 ie el ze Taye | Sark aU 
Of Which: Fixed Assets* 2 27 27 27 31 31 31 32 32 33 34 33 36 36 36 39 40 42 44 43 61 61 45 54 56 45 54 56 45 54 67 45 + + + 
; Portion of Other Loans and Investments which bore full 2 - 8 1 1 HO) srl} Wasl| dba. 
interest during the year 14 7 3 15 9 4 4 7 4 17 8 4 1 9 4 16 8 3 | g 3 2 7 2 1 5 2 1 8 3 1 12 3 + + + 


*For notes see respective Appendix Tables. 
(x) Fiscal years end as follows:— 
1922—Man. 81/8/22 (9 month period), Sask, 30/4/23, Alta, 31/12/22. 
1926—Man. 30/4/26, Sask. 30/4/26, Alta. 31/12/25. 
1927—Man, 30/4/27, Sask. 30/4/27, Alta. 31/12/26, 
1928—Man. 30/4/28, Sask. 30/4/28, Alta, 31/3/28 (15 months period), 
Thereafter throughout Man. and Sask. on 30th April, and Alta. on 31st March. 
(z) Includes, in the case of Alberta, the Special Investment Fund. 
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